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Looking Ahead With 
American Home Produets Corporation 


Makers of a diversified group of products vital to the life and welfare of the 
American home tell you how they have met their 4-fold responsibility during 
the past year, and explain their main objectives...in war and in peace. 


American Home Products Corporation 


is a management company of 25 major subsidiaries, under 
six operating divisions: (1) pharmaceutical, biological, nu- 
tritional, and vitamin; (2) household products; (3) foods; 


(4) cosmetics; (5) packaged drugs; (6) foreign and export. 


How a management company reduces costs 


By co-ordinating operations one central office can handle 
most of the legal, engineering, financial, traffic, purchasing, 
and industrial-relations work for all subsidiaries — leaving 
member companies free to concentrate on research, produc- 
tion, and sales. That adds up to efficient operation and direct 
savings to you who use our products. 

Because we produce life-saving drugs and other vital war 
supplies — as well as civilian necessities— we must keep ccn- 
stantly in mind our responsibility: 


1. To our fighting men 


During the past year the Corporation became one of the 
most important producers of penicillin. This new and 
miraculous drug was added to the already-long list of 
vital war products shipped to the fighting fronts. 


2. To our customers 


AHP touches the lives and welfare of millions, and is in 
turn affected by their welfare. Our more than 5000 prod- 
ucts are scientifically tested, manufactured, and distrib- 
uted to give you quality at fair prices. 


3. To our employees 


AHP is proud of the record of its 1400 service men and 
women—and of the 9000 workers who strive so loyally 
and successfully here at home to maintain production 
schedules. 

It is our policy to give every employee the fullest 
opportunity for advancement and to provide for him gocd 
working conditions. 


Our workers get training, safety, health, and recreation 
programs, and they are protected by group life insurance, 
health, accident, hospitalization, and pension plans. 


4. To our investors 


American Home Products Corporation is able to 
report that the past year has brought the largest volume 
of business; the largest number of employees; and the 
greatest purchase of raw materials and supplies in our 
18-year history. 


Gross sales were $89,743,662, compared with $63,633.- 
139 in 1942. Net sales reached $84,667,986, as against 
$59,795,477 last year. 


Earnings before taxes were $13,752,592 as against 
$9,985,649 in 1942 —an all-time high for the company. 


Net income, after taxes and after deduction of a special 
reserve of $550,000, amounted to $4,896,244— equal t 
$5.30 a share, compared with $5.02 a share in 1942. 


Federal and foreign income and excess profits taxes 
totalled $8,306,348 for 1943, compared with $5,699,40. 
the previous year. 


Dividends in 1943 were increased by an extra 25¢ or 
December 23, 1943, bringing the total to $2.65 a share. 


We've made gratifying progress in Canada, New Zea- 
land, Australia, South Africa, Latin America, and Great 
Britain, with net 1943 income totalling $945,563 in for 
eign operations—a gain of 11.28% over 1942. 


Of the company’s 948,470 outstanding shares, 98.6% 
are owned by 9783 people, residents of the U.S.A., no 
one of whom owns as much as 3% of the shares. 


Advances in research 


We consider research the very life stream of AHP. Unflag- 
ging and extensive work in our many laboratories constantiy 
improves existing preparations and develops new products. 

Our various divisions now have the advantage of co-ordi- 
nated effort, for we are gradually centralizing the different 
phases of research, thus permitting far greater opportunity 
for scientific advancement. 


New strength for the task ahead 


Our objective is a completely rounded organization produc- 
ing the major needs of the American home. To this end, 
eight new subsidiary companies have been integrated into 
our six Operating Divisions since January 1, 1943. 

A leading producer of vaccines, serums, and antitoxins 
completed tie Pharmaceutical-Biological Division to the 
point where seven subsidiaries could be consolidated into 
one great company. This is the company now known as 
Wyeth Incorporated. 


The conservation and betterment of human life—in war and 
in peace —is, and will remain, the first and most important 
aim of American Home Products Corporation. 


Yb: fk 


Chairman of the Board 


A limited number of AHP Year Books are available. If 
you want to know more about us, write on your letter- 
head to American Home Products Corporation, Empire 
State Building, New York, N. Y., and a copy will be sent 
you by return mei’ 
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69-Year Chart of 
STOCK PRICES 


URRENT UNITED OPINION 
Report carries a 2-page Chart 
of the Dow, Jones Industrial Aver- 
age from 1875 to date, clearly pic- 
turing the price action in previous 
war and postwar periods as a guide 
to investors under current conditions. 
Chart also includes the trend of 
Bond prices, Commercial Paper, 
Business Activity, and Commodity 
prices for the same period. 
This valuable Chart will be sent 
gladly without obligation. 
Send for Bulletin MW-69 FREE! 


UNITED BUSINESS SERVICE. 


$10 i Boston 6, Masi 


COLUMBIA 








PICTURES 
CORPORATION 





The Board of Directors has this day de- 
clared the regular quarterly dividend of 
6834¢ per share on the $2.75 Preferred 


Stock of this corporation, payable May 15, 
1944. to stockholders of record at the close 
of business May 1, 1944. Checks will be 
mailed 


A. SCHNEID®R 
Vice-Pres. and Treas. 
Vew Vork, April 5, 1944 











WARTIME 
INVESTMENT 
STRATEGY 


Would you like to check your invest- 
ment strategy with that of Babson’s? 
If so, clip this advertisement, send 
it to us with a list of 7 securities you 
own. We'll tell you whether our 
strategy is to Hold or Switch. No cost 
or obligation. Write Dept. M-14. 


BABSON’S REPORTS, INC. 


Babson Park 57, Mass. 








JOHN MORRELL & CO. 


DIVIDEND NO. 59 

A dividend of Fifty Cents 
($0.50) per share on the 
capital stock of John 
Morrell & Co., will be 

~ paid April 29, 1944, to 
stockholders of record April 14, 1944, as 
shown on the books of the Company. 








Ottumwa, lowa. George A. Morrell, Treas. 


























Invest in Victory 
Buy Extra 
War Bonds Now 
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ATER-MIXED PAINTS were popular even 2000 years ago. Ancient 
decorations and murals painted with these pigments still are in good 
condition—visible evidence of their durability. 


For years, Glidden paint experts studied the art of “homogenizing” pigments, 
oils and resins with water. The result was the first successful water-mixed 
“paint over wallpaper.” Today, this perfected water-mixed interior paint is 
known as Glidden SPRED. 


SPRED is the only water-mixed paint that uses Alpha Protein*— a soy bean 

derivative obtained by a patented Glidden process. Because it is both economical 

and easy to use, SPRED is revolutionizing the decorating of homes, offices, 

apartments, hotels and institutions. It’s the paint of the future—available now! 
* * * 


Glidden serves the nation in many ways. Millions of pounds of Glidden’s 
Durkee Division food products are being produced for Allied Armed Forces 
and civilians all over the world. Metals, minerals, resins—an amazing variety eae: on f 
of Glidden raw materials and finished products are helping win the war. Since THE g MPANY ' 
2 | ° tive GLIDDEN COMPE is 
Pearl Harbor, Glidden technical men have helped develop many revolutionary wn ESTED PAINT LABORA 
new products and processes 
: . : . Glidden SPRED is not a 
which industry will find _ calcimine or whitewash—but 
tremely valuable when it returns a durable, washable paint 
to peacetime work. containing the same oils 


: eis at d pigments as old fash- 
The Glidden Company zs , 2 reo d wall paint Isi- 
National Headquarters, Cleveland, O. CWverywhere On ne ty ThA WG ned wall paint, emulsi 





fied on a “vehicle” of water. 





# Trade Mark Reg. U. S. Pat. Off. 


@ PRINCIPAL PRODUCTS OF THE GLIDDEN COMPANY Paint Division: SPRED, Jap-A-Lac, Ripolin, Spray-Day-Lite, Endurance House Paint, Gliddenspar Varnish 

and a complete line of home and industrial paints, enamels and lacquers . . . Soy Bean Division: Alpha and Gamma Proteins; Lecithin; Soya Meal and Flour; Soy 

Flakes; Soy Bean Oils; Poultry, Dairy and Livestock Feeds ...Durkee’s Famous Foods Division: Durkee’s Famous Dressing, Durkee’s Margarine, Durkee’s Shortening, 

Durkee’s Cocoanut, Durkee’s Spices and Worcestershire Sauce ... Chemical and Pigment Division: Titanium Oxide, Lithopone, Cadmium Colors, Litharge, Red Lead, 

Euston White Lead . . . Metals Refining Division: Powdered Iron, Powdered Copper, Cuprous Oxide, Powdered Lead, Battery Grid Metal, Wilkes Type Metal... 
Nelio-Resin Division: Synthetic Rubber Compounds, Turpentine, Tars, Rosins, Solvents and other Naval Stores. 
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THE MAGAZINE OF WALL 


C. G. Wyckorr, Publisher 


SALUTE TO WENDELL WILLKIE... [his publication 
has not seen eye to eye with Wendell Willkie, but his 
character and conduct have been such as to win our deep 
respect. Our country would be better off if there were 
more men in public life who matched him in courage, 
in forthright speech, in intellectual integrity. Despite 
his withdrawal as a contender for the Republican Presi- 
dential nomination, we hope that his voice will continue 
(0 contribute to the crystallization of popular thought on 
the major national issues confronting us. 

The meaning of the Wisconsin primary is that Gov. 
Dewey will be the Republican nominee—unless the unex- 
pected withdrawal of President Roosevelt makes it pos- 
ible for machine Republicans to pick a candidate more 
controllable than Dewey. The inference—raised in Will- 
kie’s statement of withdrawal, as well as in some other 
quarters—that there is an “isolationist”. tinge in Dewey's 
Wisconsin victory is open to question. 

Only a minority of voters, mainly those who are 
Party “regulars” for one reason or another, ever vote 
in primaries. The Republican “regulars,” unlike anti- 
New Deal independent voters, have never accepted Will- 
tie as a Republican except grudingly in 1940 when his 
homination left them no choice. They have never for- 
xotten that he was once a Democrat. On the other hand, 
they look upon Dewey as a lifelong Republican, more 
“conservative” or “‘middle-of-the-road” than Willkie, a 
t00d administrator, the most effective vote-getter the Re- 
publicans have available. 


STREi T 


LAURENCE STERN, Managing Editor 





The Trend of Events 


It is to be doubted that the sentiment shown in this 
small vote is isolationist; and, if it is, it is even more to 
be doubted that it reflects rank-and-file thinking through 
the Party. Those who disagree may properly be asked to 
explain how Stassen got a much bigger vote than Willkie, 
though his publicly expressed views on the form of world 
collaboration have been much more specific and radical 
than those of Willkie. For that matter, it should not be 
forgotten that Dewey is on record as favoring an alliance 
between the United States and Britain as the focal starter 
of world cooperation, in which Russia and China would 
be asked to join, and with the four acting as trustees 
until a broader world peace order could be established. 
This view can hardly be called isolationist. 

True, some of the self-selected Dewey delegates in Wis- 
consin—who ran not only without his consent but against 
his public disavowal—have an isolationist record. So 
have some of the present Communist supporters of Presi- 
dent Roosevelt’s war policy. Before Hitler invaded Rus- 
sia, they were calling it an imperial war between capital- 
ist plutocracies, opposing American aid to England, 
fomenting strikes to impede our defense production. 
Candidates for the Presidency always have a certain 
amount of “lunatic fringe” support that they don’t seek 
or desire. 

Dewey, as nominee, will not be too comfortable when 
he finds the most reactionary, Old Guard elements among 
his bedfellows. Nor will the Old Guard be too happy to 
learn as the campaign proceeds—if it does not already 
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know—that Dewey is essentially a progressive, though 
with moderate, gradualist leanings; and to find out also 
that Dewey is an independent man—often to the point 
of iron stubbornness—not given to being “manipulated.” 

Whatever the reasons—or calculations—that motivated 
it, we are inclined to believe that Dewey’s original state- 
ment that he did not seek the Presidency was sincere. But 
since it has now become very probable that he will be 
nominated, and quite evident that he would not refuse a 
nomination, we can not agree that his continued silence 
on national affairs is either proper or defensible. Under 
changed circumstance, that policy has been transformed 
into one of political deviousness, regardless of whether 
it is so intended—whereas the crying need of this time is 
for forthrightness in public life. 

The issues in the November election will be among 
the gravest in our history. The people know all about 
President Roosevelt. For all of his popularity as a prose- 
cutor and governor, the people don’t know Dewey too 
well as a Presidential possibility. The time for clarifica- 
tion of what the Republican Party proposes to offer the 
people is, in our opinion, too short if that clarification is 
to be limited to the campaign period alone, starting onl\ 
well into the summer. The people have a right, we 
think, to demand that Dewey begin to speak up now— 
to begin “laying it on the line,” whatever it is, just as 
frankly as Wendell Willkie did both in carrying on his 
unsuccessful campaign and in the words with which he 
announced his abandonment of it. 


MR. HULL EXPLAINS .. . Secretary of State Hull’s re- 
cent address, in further exposition of our foreign policy, 
deserved an earnest and thoughtful audience. While he 
failed perhaps in satisfying all his critics and their desire 
for fuller information, his departure from the field of 
generalities must be welcomed as a strengthening factor 
on the ‘home front. 

In regard to the broad approach to the great proklems 
of peace and reconstruction, Mr. Hull has delineated an 
American policy which is essentially sound and intelli- 
gently conceived. It is a practical policy; there is nothing 
doctrinaire in it. Nor does he propose a narrow inter- 
pretation of declarations already made, such as the At- 
lantic Charter. The latter, he declares, is an expression 
of fundamental objectives, not a code of law; nor does 
it provide the solutions themselves. The Charter, in short, 
is a guide to be applied in accordance with existing 
realities. It is from such a fundamental concept that 
Mr. Hull explains current decisions on immediate prob- 
lems. In doing so, he is making a valuable contribution 
toward better public understanding of the difficult prob- 
lems we are facing. 

Those who in the more recent past have grown skepti- 
cal as to our real foreign policy, will find reassurance in 
Mr. Hull’s reaffirmation that our aim is international 
agreement, not national power politics. It is a program, 
both ambitious and difficult. Its restatement should be 
brought to mind whenever future doubt may arise. 


OIL SUPPLIES .. . While some oil experts warn that we 
can no longer take our petroleum reserves for granted 
and others assure us that there is still plenty of oil to be 
extracted right here in our country, along comes Dr. E. 
Berl of the Carnegie Institute of Technology with a state- 
ment to the American Chemical Society that after 18 
years of experimentation he has found that oil, gasoline 


and coal can be made simply and inexpensively from 
carbohydrates. 

Reflect on that for a moment. If it means exact) 
what it says, it is truly revolutionary—so much so that no 
nation in the world,need ever worry about sources 0} 
oil supply. — 

Carbohydrates are bountifully supplied in plants like 
trees, sugar cane, potatoes and many others. ‘They are, it 
happens, the ancient source of our oil. But whereas it 
took nature millions of years to transform carbohydrates 
into oil, Dr. Berl offers a quick, chemical speeding up of 
this process. - 

Dr. Berl states that from 100 long tons of Louisiana 
dry sugar cane, his process will make 2,980 gallons of 
gasoline? 3,430 gallons of middle oil, 1,210 gallons of 
lubricating oil, and 8.45 tons of raw cane sugar. 

There are, of course, some gaps in this statement that 
the petroleum world, the Government and the public 
will want to have filled promptly. It is stated that the 
process is inexpensive. Just how inexpensive? How 
would costs compare with present costs of producing oil: 
Is the resultant product as good in quality as present 
natural oil? 

Until these questions are answered, the practical sig. 
nificance of the discovery can not be appraised. The an. 
swers, it need hardly be said, will be of peculiar interest 
and importance to investors in oil companies. 


OUR FOREIGN PAYMENTS... The view, held in Brit 
ain and other countries, that American pre-war economic 
policies created serious balance-of-payment problems for 
other nations is challenged in the recently issued annual 
report of the Federal Reserve Bank of New York. 

The bank observes that services, as well as merchan- 
dise imports and exports, must be considered in apprais 
ing the balance-of-payment position of the United States. 
On this point, it states that our “purchases of foreign 
goods and services exceeded U. S. sales of goods and 
services abroad by about $2,500,000,000” in the 16-year 
period 1922-1937. The report goes on: 

“The residue of truth in foreign beliefs about our in- 
ternational purchases and sales of goods and services is 
that our foreign purchases did not exceed our sales 
abroad by a sufficient margin to offset the outside world’s 
need of dollars for interest and dividend payments and 
Government debt transfers. During the years 1930-1937, 
our excess purchases of foreign goods and _service\ 
amounted to nearly 80 per cent of the interest, dividend 
and Government transfer items payable to us.” 

Still, this residue of truth—and the go per cent def: 
ciency of dollar exchange for balance-of-payments to ws 
over the period reviewed—is important. Moreover, th¢ 
bank’s reasoning ignores the fact that the net debit bal! 
ance was of relatively small proportions only becaus¢ 
foreign countries, in order to keep it down as much a 
possible, resorted to exchange control, clearing agree 
ments, currency depreciation and other trade-strangling 
curbs. For the erstwhile gold-standard countries wit 
only small gold reserves, only a moderately adverse bal 
ance of payments could be—and in some instances was+ 
enough to force abandonment of thg gold standard an 
resort to trade curbs. 

To cite the mere statistical record is not much of 
contribution to the complex question of how future im 
ternational trade is to be organized and how much of | 
there may be. 


— 
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LET'S NOT FORGET 


—NEGOTIATED PEACE iS GERMANY'S ULTIMATE AIM 


BY CHARLES 


The moves and counter-moves of German policy must 
be weighed on a background of this main objective—and 
that it means compromise, opportunism and peace offers 
at every sign of Allied disunity or weakness. 

It means too the creating of situations, as in the case 
of the battle in Italy—for their effect on the neutrals who 
hesitate to side against Germany, not because they do 
not believe in the eventual German defeat, but because 
Germany has made them believe that a possibility of a 
negotiated peace exists—a peace which will keep them in 
power. 

The Turkish situation is a case in point. After Te- 
heran, Turkey seemed ready to come over to the side ol 
te Allies, but evidently her fear of Russia made her 
willing to accept the Italian stalemate as a reason for 
continuing to sit on the fence. 

Undoubtedly Secretary Hull’s profound and illuminat- 
ing statement on our foreign policy with the suggestion 
of a firmer attitude toward neutrals supplying the enemy 
is bound to have some effect. But tangible results can 
come only with definite signs of German weakness—for 
at the moment the Nazis are claiming that their inner 
fortress is impregnable—that the prolongation of the war 
will bring about a situation where a negotiated peace is 
in the cards. 

With the tide of the Red Armies beating against the 
Castern ramparts of Festung Europa and the West threat- 
ened by immediate assault on an unprecedented scale, the 
German war machine is getting ready for its last and de- 
cisive stand. Everything points to the probability that 
we haven’t long now to wait before the final events of 
the European conflict begin to unfold. These may, in 
many respects, be very different from the drama fore- 
shadowed in the popular press and hence it might not be 
amiss to take stock of the facts and probabilities. 

German policy for some time clearly has been to cut 
their losses and get out of the war short of unconditional 
surrender. This explains their vast retreat in the East. 
Having realized the failure of the Russian campaign, 
German military policy has been to fall back on a gigan- 
tic defensive operation with the object of wearing down 
the Allies either singly or altogether. 

In doing so, the enemy has taken great risks, not the 
least of which was Italy’s collapse and the threatened de- 
fection of his Balkan satellites, the direct result of the 
Axis switch from a world offensive to a defensive position 
on all fronts. He is now extremely harassed but not 
broken. His aim is to play for time in the hope of even- 
tually securing a negotiated peace from the war-weary 
Allies. 

With this in mind, Germany will no doubt attempt a 
determined stand along a greatly shortened Eastern front. 
At the same time, strengthened by divisions transferred 
to the West, she will endeavor to the utmost to halt and 
throw back the invasion soon to come in that theatre. 
APRIL 


15, 1944 


BENEDICT 


AND ROBERT GUISE 


Rightly or wrongly, the German High Command ap- 
pears to think that a successful defensive in the West and 
South of Europe will have a more incisive influence on 
future events than any other practical policy. ‘They fig- 
ure it will make the Russians still more annoyed with 
their western Allies at the moment of their own greatest 
success, and at a time when there is less incentive to con- 
tinue on the offensive because of the ousting of German 
troops from Soviet territory. 

They further assume that inability of achieving a mili- 
tary decision in the West would cause a severe reaction in 
public opinion in Britain and America. Above all, they 
count on the tremendous war weariness all over Europe, 
the vast and growing anti-war sentiment which even- 
tually might become an issue of great importance in the 
1calm of political warfare. 

There is no blinking the fact that European politics 
are in a state of chaos. Everywhere, everyone is look- 
ing for the salest position. Stalin’s formidable diplo- 
matic thrusts against Poland, the Baltic states and the 
Balkans, his attitude toward the Vatican, the de Gaulle 
imbroglio, the weakening contacts between the various 
exile Governments and their home countries, the threat 
of all Europe becoming once more a bloody battle field, 
all these factors combine to create a situation that only 
by the most astute handling can be resolved without cre- 
ating ever-new problems and (Continued on page 53) 
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Wisest Market Policy Now 


We believe it doubtful that the current upturn can develop into 
a sustained advance and expect that failure to better the aver- 


age March highs would be followed by more decline. Therefore 


we continue to favor a cautious, partly liquid investment position. 


BY GAO: 


The ultimate of excitement—if one can call it that— 
in the movement of the market averages these days seems 
represented by the occasional brief periods of transit from 
one trading range rut to another one, slightly higher or 
lower as the case may be. 

“Break-outs” from these trading ranges do not develop 
momentum. At least that has been the experience with 
the last two examples. In the first week of March the 
Dow industrial average finally pushed up through the 
rally high of 138.65 that had been made right after the 
iurn of the year, and did so with an impressive-looking 
expansion of volume—only to flatten out within a week. 
The high on that abortive move was 141, on March 13. 

That performance had many earmarks suggestive of a 
topping out movement, especially the churning around 
of a great many stocks on heavy volume without ad- 
vance. The second half of March brought a slow reac- 
tion, with accelerated movement and volume by the end 
of the month. But this downside break proved another 
minor affair, stopping no lower than 137.45 on March 29. 

At this writing, April 10, recent slight gains—paced 
more by better grade stocks than the speculative section 
—has put this average back to 139.10, a difference of 
minus g cents since our last previous analysis was written. 
In short, if a decisive technical pattern is shaping up, all 
one can say is that it is still in a formative stage. 

We continue skeptical of upside possibilities, and to 
feel that the burden of proof is on the bull side. Having 
been unable to surpass the 141 level in March, we see no 
reason to assume the market can do so in April. But 
even if it does, the technical picture, to our eyes, will not 
be significantly changed. There are large volumes of 
stocks for sale within the 5-point area above 141 by hold- 
ers who have been “hung up” ever since early last sum- 
mer—much larger offerings than stopped the rally in 
March. 

On the downside, 137 is now a minor resistance level 
of possible significance. Failure of the current modest 
up movement to carry above March high of 141, followed 
by decling below 137, would suggest an intermediate de- 
cline, of indefinite proportions, from a rounded top. 

It may be said that the Dow industrial average, in 
terms of which we have been discussing resistance levels, 
is not representative of the market. “At least for the pres- 
ent, that is beside the point as our broader indexes of 
the market are not showing any significant divergence 
from it. Our index of 283 stocks now stands at 86.2, a 
net loss of 1.2 points over the past fortnight. Percentage- 
wise, it is just about as far below the 1943 high as is the 
Dow industrial average. Our index of 100 high-price 
stocks, moving with the Dow average, shows a moder- 
ately better tone than either the 283 index or our index 
of 100 low-price stocks. At present it is 1.32 points un- 
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der this year’s high, the low-price index is 2.61 points 
under its 1944 high. 

As a result, the spread between our high-price and low- 
price stock indexes now shows a narrowing tendency, 
though it is still relatively wide in favor of the latter. 
Both in the most dynamic phase of the 1942-1943 market 
advance and in all rallies to and through that from last 
November’s low to the March high, the low-price index 
was in the vanguard. Whether the high-price index, and 
the more limited number of “leader” industrials in the 
Dow average—stocks that reflect investment demand rath- 
cr more than speculative demand—can now pace the mar- 
ket into a better advance than we have so far had this 
year remains to be seen. 

’ What are the basic influences at work on today’s stock 
market? Let us briefly consider the chief pros and cons 
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supply of investible funds. It is undeniable that there 
has been a huge inflation of the money supply. On the 
other hand, the greater part of the increase is in the 
hands of business enterprises which are holding it for 
uses that have no direct present or future relation to stock 
prices or in the hands of lower-income workers and farm- 
ers whose savings have not gone, and are not presently go- 
ing, into corporate securities in any significant volume. 
Moreover, the dynamic thing for the market is not the 
amount of investible funds anyway but the willingness of 
people to invest their money. There is always enough 
cash around to put the market higher. At some future 
time the money supply factor may, and probably will, 
become dynamically bullish. It does not appear so at 
present. 

(2) Stock prices are relatively low and dividend yields 
are still quite widely larger than good bond yields. But 
one’s attitude on this depends on the perspective. Stocks 
are much cheaper than in 1929 or 1937—but much high- 
er than we have often seen them. Only in a small mi- 
nority of stocks can one today get a yield of better than 5, 
per cent without accepting a considerable element of 
tisk. Most “standard” industrials of good quality yield 
only 3 to 4 per cent., with the average near 4. In view of 
the prevailing war and transitional-adjustment uncer- 
tainties, it may be argued that the discrepancy between 
stock yields and yields of good bonds is more apparent 
than real. 

(3) Most everybody believes there will be an extended 
period of high business activity after the war. But the 
market has been discounting that for two years. On this 
point, bulls are counting the chickens perhaps several 
years ahead and ignoring the intervening substantial de- 
dine in business activity during the post-Hitler transition 
period. Aggregate industrial production has evidently 
already passed its peak and may begin to decline sharply, 
vith mounting unemplovment, before this vear is out. 
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count most in the stock market. Average earnings will 
be lower this year than last. They will be still lower in 
the reconversion period, despite the tax cushions. Earn- 
ings on the whole, therefore, are at their peak for a rather 
indefinite time to come. 

(5) The political trend is to the “Right.” This seems 
to be so, yet the outcome of the November election is 
certainly doubtful. If Mr. Roosevelt wins it, significant 
Republican gains in Congress would be most unusual. 
Many people forget that Republican gains in recent years 
have been only in elections when Roosevelt’s name was 
not on the ballot. 

(6) Some bulls are looking ahead to corporate tax 
1eduction and pro-business revision. Probably this will 
come in time—but, as it is in discounting the post-war 
boom, this is carrying a possible, but quite uncertain 
premise very far into the future. 

(7) What about the invasion’s effect on the market? 
Nobody knows. Some argue the market has been “al- 
lowing” for it so long that it should not produce unset- 
tlement. We don’t feel too cocksure about it. Would a 
great success, maybe bringing victory within sight in a 
matter of a relatively few months, be bullish? Perhaps so. 
That would bring the post-war prosperity nearer—but 
also confront us with the actualities, rather than the mere 
discussion, of industrial decline and reconversion which 
the most optimistic economists believe will spread over 
not less than g months to a year. Would a great disaster, 
prolonging the war indefinitely and perhaps suggesting 
a stalemate be bullish because inflationary? Perhaps so 
—but again we don’t feel sure, especially as the market 
has yet to demonstrate that it can sustain an advance on 
anything other than the post-war prosperity theme. 

Putting this altogether, we remain cautious in our in- 
vestment outlook and continue to prefer a partial and 
conservative liquidity. 

Monday, April 10. 
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The Question: What Requirements For 
Prosperity in New Industrial Age Ahead? 





REGIMENTATION IS INEVITABLE 


BY KREOHARD COOLS fT ON 


Business men frequently complain uneasily that 
among the greatest uncertainties surrounding reconver- 
sion, transition and post-war planning is the fundamental 
question: Reconversion to what? They sense correctly 
that there can be no return to what is vaguely described 
as “normal,” no return to conditions of 1939. They are 
aware of public insistence that industry must reconvert 
to something better and more stable than what we have 
had in the past two decades. That private business might 
not be able to do this unassisted explains perhaps the 
current widespread emphasis, in word and print, on the 
theme of. maintaining free private enterprise after the 
war. 

This reaction is quite natural. Business and industry 
today are faced with the demand that they absorb into 
peace-time enterprise most of the go million engaged in 
war work and after the war maintain employment for a 
labor force of some 55 million workers. It is a tall order, 
requiring the most extensive planning by industry; fail- 
ure, they realize, would bode ill for the future of free 
private enterprise. 

The experience of the last 25 years yields distressing 
and unequivocal evidence of the contribution to regula 
employment to be expected from private industry. Dur- 
ing this period, it operated virtually on its own, with very 
little Government interference. What was the result? 

Two years of inflation followed by a severe depression 
with millions out of work in 1920 and 1921. In the next 
eight years, the economic machine ran at a reasonable 
level accompanied in the later years by the speculative 
orgy of 1926-29. This was succeeded in the Thirties by 
the worst depression we or any other country ever suf- 
fered. Business, big and small, was powerless to stem the 
tide of economic distress as 15 million workers were 


thrown out of their jobs. Lhis phenomenon of alternat- 
ing periods of depression and prosperity which has per- 
sisted with increasing magnitude and severity in the 
Twentieth Century has baffled industry and Government 
alike. In the light of the record, it would be folly to 
believe that post-war planning by industry can make 
more than a modest contribution to the solution of this 
inajor problem. 

At one time during the last depression, a quarter ol 
our population depended upon the public treasury foi 
survival. his experience will not be forgotten; any 
repeution would mean the deathknell of private enter- 
prise. If the latter does not succeed in providing some- 
thing approaching full employment during the years to 
come, Government will again have to step in. Public 
works alone, however, will not do. They were tried dur- 
ing the Thirties and failed by a wide margin to eliminate 
unemployment. But apart from that, one has only to 
observe the enormous fluctuations which occurred from 
1929 to 1943 in our national production, in national in- 
come and employment, to become convinced that public 
works can not fill the troughs. This calls for more in- 
cisive measures, for effective planning and action all 
along the economic front. 

The contrast between peace-time and war-time per- 
formance of industry constitutes a big challenge. Since 
the war, we have virtually doubled our production of 
goods and services. Our current war output equals our 
entire national product in any pre-war year. On top of 
this, we are producing more civilian goods than before 
the conflict, twice as many as during the worst depression 
year. This miracle of production was not performed by 
private enterprise; it was initiated, directed and financed 
by the State. Business still has to demonstrate that it 
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can match this record on its own. In my opinion, the 
odds are against it unless it is ready to organize itself not 
for restriction but for expansion, unless it earnestly seeks 
to achieve full employment rather than mere protec- 
tion of invested capital funds. 

The task of establishing and maintaining economic 
stability at high levels of production and employment 
is too complex to be accomplished under complete 
laissez fatre; this concept has failed even under 
less difficult conditions once our economy had ar- 
rived at maturity. It can only be done in whole- 
hearted cooperation with the Government. Ob- 
viously, means must be found to smooth out the 
deadly throes of the business cycle 
which were the bane of pre-war econ- 
mmy. Americans will not tolerate for 
long. conditions where 15 or even five 
or two million people cannot find 
jobs. If unorthodox methods are re- 
quired to combat them, we must not 
shy away from them. We simply cannot aflord to do so. 

With proper planning and cooperation, a program no 
doubt can be worked out for maintaining indefinitely a 
high rate of postwar business and avoiding permanent- 
ly major depressions. There is no reason, for instance, 
why a war-time national product of $185, billion cannot 
be continued in peace-time although this is more than 
twice the goods and services produced in 1939. To do 
that will assure peak employment comparable to current 
war-stimulated employment levels. It would require de- 
liberate direction and regulation not only of production 












but of consumption as well to assure full absorption of 
the nation’s productive ability not allocated to durable 
goods and capital activity. It would be an ambitious 
program, worthy of our war-time achievement but it 
need by no means spell obscuration or elimination of 
private enterprise or economic democracy. In fact, of 
the latter it would require more rather than less. 
There exist powerful tools to check and flatten 
out the cycle in consumer durable goods activity. 
One of them is regulation of installment credit, 

already in existence as a war-time measure. Lux- 

ury taxes could be used to restrict or expand 
activity. Should both prove inadequate for the 
task, even a modified form of ration- 
ing might be developed. In the light 
of our war-time experience, there is 
litthe doubt that the means are avail- 
able for making effective such a pol- 
icy. Its objective, immediately after 
the war, would be to flatten out over 
a period of years the prospective boom in consumer dur- 
able goods rather than have a sharp spurt of, say, two 
years and a subsequent collapse. In short, the accent 
should be on stability rather than drastic fluctuations 
of demand. 

Similarly, capital goods expenditures, both private and 
those by the Government in the form of public works, 
might be regulated by a group of selective controls over 
a large part of the capital activity in the commercial and 
industrial fields. Budgeting of such outlays by Govern- 
ment, the railroads and public (Please turn to page 47) 





THE MIDDLE ROAD 
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Tue program suggested in the article by Mr. Colston 
is too extreme. To be sure, it leaves a place for private 
enterprise—but only within the framework of a drastic 
Federal regimentation. 

Moreover, let no one be deluded that the suggested 
control would apply merely to “business” in the abstract 
or even merely to “‘business men.” It would be regimen- 
tation of the people—all of us. What else could it mean 
if the Government is to decide, in peace-time, how much 
the people may buy on installment? If the Government 
is to manipulate taxes to restrict or expand business ac- 
tivity? If the Government is to control private expendi- 
ture for capital goods? 

Admittedly, Mr. Colston’s program is not State Social- 
ism nor State Capitalism— it amounts, however, to a very 
comprehensive State management of private capitalism. 
It is certainly open to question whether this is necessary. 
It is also open to question whether the decisions of 
human beings elected or appointed to public office—and 
therefore necessarily influenced by political considera- 
tions—could on the whole be any wiser than the decisions 
of human beings voluntarily and freely made under capi- 
talist motives of one form or another. Our individual 
decisions, if wrong, do little harm, if any, to the nation. 
An individual’s loss is often another individual's gain. 
But if the Federal planners calculate wrongly in regi- 
menting the entire economy, we all suffer. 

Again, even if I admitted for the sake of the argument 
that the advocates of a Government-managed private 
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capitalism may ultimately prove correct, it would be 
necessary on practical grounds to emphasize that. they 
are premature. This is important. Clearly, the domi- 
nant trend of politico-economic thinking in this country 
today is not toward the Left but the contrary. Clearly, 
a majority of our people now want less, rather than more, 
Government regimentation. 

This being undeniably so, nothing like so drastic a 
regulation as that advocated by Mr. Colston will be 
feasible for an indefinite time to come. On the other 
hand, we can not turn back the clock to a dog-eat-dog 
laissez-faire in which the Government is merely a kind of 
super town constable. We therefore have no alternative 
but to try the Middle Road, which alone is in keeping 
with both the traditions and the temperament of our 
people. Our national psychology is progressive, but also 
gradualist. Its “swings” are never as extreme as over- 
heated partisans make them out to be. 

What is a Middle Road economic policy? Within the 
space available, I can only skim the high spots. 

First, I should say, it calls for national policies calcu- 
lated to provide the maximum possible encouragement 
and stimulation of private enterprise. Without such 
policies, we can neither actually know the limits of em- 
ployment that private initiative can create, nor can we 
accurately measure its inherent job-making deficiencies. 
To the extent that there are real deficiencies, of course 
the Government must intervene. 

I am not discussing either the war economy or the 
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transitional-adjustment period, but long-run peace-time 
policy. We know that national policy under the pre-war 
New Deal was not calculated to encourage enterprise via 
capital investment. It leaned to all of the economic regi- 
mentation that was politically feasible—and to “make 
work” programs—partly because of philosophical predi- 
lection, partly because in the absence of adequate en- 
couragement to private enterprise it had no alternative 
to more and more intervention, mainly through deficit 
spending. 

The results of the Middle Road course that I advocate 
can only depend on the effectiveness and wisdom of the 
combined policies of Government, of business and of 
labor—on intelligent cooperation, rather than group 
struggles and the Class War. 

Idle money means idle men and idle machines. Creat- 
ing an environment in which capital will actively seek 
productive employment—instead of refuge and security 
at 214 per cent gross—is, I believe, our No. 1 economic 
problem. We have to solve it if there is to be high pri- 
vate employment. If we don’t solve it, there will be no 
ultimate alternative to more and more State domination. 

We need a high-wage-low-price policy for broad dif- 
fusion of a prosperity level of consumer purchasing pow- 
er. This is a complex matter. Working it out in the 
national interest, rather than in the selfish interest of 
conflicting groups, is, I think, our No. 2 problem. 

The third basic problem relating to active business 
and high employment is our foreign trade. 

As a sound approach to the gradual solution of these 
three problems, I offer the following necessarily abbrevi- 
ated proposals: 

(1) We should work toward a post-war corporate tax 
policy consisting of a uniform single rate of not more 
than 25 per cent, with a differential of several points in 
favor of smaller enterprises. Common sense should tell 
anyone that capital, like labor, can not be forced to work 
on unsatisfactory terms. If we want to induce it to work 
—and thereby make jobs—we have to pay it good wages. 
Corporations are but instruments through which indi- 
viduals get and spend money—wage money, money in 
payment for materials, bond interest money, dividend 
money, etc. Anything that slows or 
discourages the flow of payments in 
and out of these corporate funnels is 
harmful not alone to the corpora- 
tions but inevitably harmful to the 
people. For that reason the Govern- 
ment should rely more on individu- 
als for its tax revenues, less on busi- 
ness enterprises. In this respect 
British tax policy has always reflect- 
ed a more realistic understanding ol 
the fundamentals of economics than 
has our tax policy. 

(2) Business decisions are shaped 
partly by calculation of the prob- 
able or possible profit, partly by cal- 
culation of the possible loss. If we 
wish to foster productive capital in- 
vestment, it would be common sense to have a tax policy 
under which the limits of risk are at least substantially 
narrowed. A tax policy of heads-we-win, tails-you-lose 
is harmful to private enterprise. Being harmful to pri- 
vate enterprise, it is harmful to our people. Volume and 
profits are subject to important fluctuation from year 
to year. Taxing of profits should be on more of an av- 
erage basis. This is not a radical idea. It is being applied 
now in the two-year carry-back and carry-forward of loss 
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provisions of the war-time revenue law. The practical 
principle involved is just as valid in peace time. This 
should be a permanent feature of tax policy; and in ad- 
dition new enterprises should be granted a loss carry- 
forward provision of at least three to four years. 

(3) We now put a tax penalty in equity financing, tax- 
ing dividends twice; first, paid by the corporation, as 
part of taxable earnings; second, paid by the shareholder, 
as tax on income. This is not only inequitable, but eco- 
nomically absurd. Only one tax, paid by the end income 
recipient, is paid on bond interest. Corporations should 
have a tax credit for dividends paid, exactly as they 
have a tax credit for bond interest paid. 

(4) Another way to stimulate productive capital ex- 
pansion, by reducing the risk factor, would be to cut 
sharply the period for tax amortization of new plants 01 
equipment. 

Note that all of these suggestions boil down to a pro- 
motional, incentive tax philosophy. There is no direct 
subsidy by appropriation, no bureaucratic management. 
A sound promotional tax policy will actually, in the long 
run, cost the Government no money! It is simply a 
question of nourishing the goose intelligently for con- 
tinuous high production of the golden eggs; or of under- 
feeding the bird and trying to squeeze out an excessive 
quantity of eggs for the needs of the moment. 

(5) I concede that, whatever our national policy of 
encouragement to capital investment, there will be re- 
current periods when such investment is deficient and 
unable to maintain adequate flow of consumer income 
and adequate volume of employment. For that reason, 
we must provide for Federal compensatory action in the 
form of a large, flexible, long-range public works program. 

I now turn briefly to the questions of consumer in- 
come, prices and wages; offering the following concepts: 

(A) High wages are good—but not if at the expense 
of higher prices. Wages can not be paid out of profits. 
They are part of the cost of production, paid for by the 
buyers of goods and services. The actual purchasing 
power of our consumers in the aggregate can only be 
lifted by increased production and more efficient pro- 
duction—that is, production at lower unit cost. Policies 
by either labor unions or business 
managements which either tend to 
increase prices or prevent gradual 
long-term reduction through tech- 
nological advances are clearly against 
the national interest. We have al- 
ready had a very substantial in- 
flation of wages, costs and prices. 
The price inflation has been a total 
loss to an estimated 15 to 20 million 
persons whose incomes have re- 
mained relatively rigid—and has at 
least importantly nullified the money 
gain of those who have obtained 
higher wages. 

Over-greedy wage policies by 
unions and monopolistic price poli- 
cies by business are directly opposed 
to our objective of attaining a high level of consumer 
purchasing power and of maintaining high employment. 
The Government must develop more effective means for 
combatting monopolistic, price-raising policies by busi- 
ness and by labor unions. Business men must do more 
than give lip service to the cause of “free enterprise.” 
Free enterprise is meaningless without free competition 
and competitive price policies. 

(B) What sense does it make (Please turn to page 48) 
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The Changing Financial Structure 
of The United States 


BY LAURENCE STERN 


Persons of prosperity in this country have always 
been associated with an expansion in the total money 
supply and an increased rate of turnover therein. Con- 
versely, depressions have always been associated with a 
deflation of the monetary structure. 

We will forego debate on the cause-and-effect relation- 
ships. It is a fact, however, that the red light signals of 
coming economic distress have usually become visible 
within the financial structure while business activity was 
still flourishing; and that the green light signals of in- 
cipient economic expansion usually flashed on within the 
financial structure while business was still flat. A notable 
example of the latter was 1934; of the former, 1937. 

With this brief prelude, I intend in this article to 
discuss the implications of the vast change that has come 
about in our financial structure in recent years, now 
spectacularly accelerated as a result of the war; and to 
attempt to weigh realistically its significance with respect 
to post-war business potentials. No subject could be of 
greater practical importance to business men and in- 
vestors. 

To begin with, the most significant change in the 
monetary structure is new in degree rather than char- 
acter. I refer to the shift whereby commercial bank in- 
vestments in Government bonds displaced bank loans as 
the dynamic factor determining the level—and trend—of 
demand deposits, which constitute the major part of the 
cash owned by business concerns and individuals. 

Up until the 1929-1933 smash-up, bank loans—deter- 
mined by the decisions of private bankers and of business 
and individual borrowers—were the dominant “credit” 
factor. Even the Government debt financing of the First 
World War did not substantially change this. At the 
end of 1919, the total loans of Federal Reserve member 
banks were still about three times greater than total in- 
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vesunents. Loans remained the dominant influence on 
money supply throughout the ’20’s, as will be seen from 
one of the accompanying charts, reaching a high—for re- 
porting member banks alone—of $18.04 billions in 1929, 
while total investments at the same time were only $5.62 
billions, of which U.S. Government securities were only 
$2.77 billions. 

The great 1929-1933 contraction in the money supply 
was directly due to shrinkage in bank loans, The loan 
total for all banks in the country droped from $41.9 bil- 
lions in 1929 to about $22 billions in 1933, a decline just 
short of $20 billions. Aggregate bank deposits fell from 
about $55.3 in 1929 to $38.5 in 1933, shrinkage of $16.5 
billions or nearly 30 per cent. Modest increase of less 
than $2 billion in total bank investments from 1929 to 
1933 was only a partial offset to the great monetary 
deflation. ° 

The most significant monetary aftermath of the 1929- 
1933 debacle was the permanent ending of the dominance 
of bank-loan credit over the country’s money supply and 
the emergence of Government-bond-bank credit as the 
ruling influence. In 1934, for the first time in history, 
investments of reporting Federal Reserve member banks 
exceeded their total loans. For the recovery year 1937, 
loans averaged only $9.54 billions or but nominally more 
than under bleakest depression conditions in 1932, while 
investments had risen to a monthly average of $12.66 
billions, not very much less than double the 1932 figure. 

Despite the huge volume of industrial production and 
the unprecedented level of general business activity, the 
total loans of member banks near the end of March were 
but $11.2 billions, about $3 billions more than in the 
pre-war year 1939 and $5, billions—or some go per cent— 
less than in 1929. At the same time total investments— 
represented over go per cent by U. S. Government securi- 
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ties—amounted to $41.2 billions or nearly four times 
total loans. 

Of necessity, we have monetized the great rise in the 
‘Federal debt to a very substantial degree. As the money 
(bank deposits) thus created is spent by the Treasury, the 
bank deposits of business concerns and individuals are 
increased. A result is much greater financial liquidity for 
the latter than formerly and therefore a major reduction 
in the need for bank-loan credit in relation to given 
volumes of business activity. 

Now we face a considerable decline in industrial 
production and employment during the early post-war 
reconversion period, but it is impossible for the writer 
to see how this can spiral into a real depression—because 
there will be one thing missing that has been present in 
all past depressions: deflation of the financial structure. 
There is no private-credit pyramid to be toppled. The 
pyramid is in Government credit. We do not dare let it 
topple. With the array of financial controls available to 
the Government, it will not topple. 

What this means is that the total of liquid assets— 
mainly bank deposits and war bonds—held by producers 
and consumers can not be significantly deflated except 
through reduction of the Federal Government’s out- 
standing debt. There appears to be not the slightest 
chance of any debt reduction in the early post-war period, 
within which center the exaggerated public fears of de- 
pression. This being so, and since the war-time net rise 
in both commodity prices and securities has been a 
restrained one, we clearly do not have the makings of 
any such monetary and price deflation as was experienced 
in 1920-1921 as an aftermath of the immediate post-war 
inventory and price speculation. 

On the contrary, this time the greatest potential danger 
in the early post-war phase is that producers and con- 
sumers may try to use their liquid reserves for purchases 
during the reconversion period, and thus set up a demand 
for more civilian goods than will be available. How 
great this potential inflation danger might be is impos- 
sible to say, because it will depend only partly on the 
permissive factor of redundant money supply and prob- 
ably more largely on the prevailing public “psychology” 
at the time. 

For this reason, from a longer-term perspective, public 
apprehension about business and employment prospects 
in the transitional period would actually serve a very 


useful purpose by tending to restrain spending during the 
very period when shortages of civilian durable goods will 
be most acute in relation to demand. Nevertheless, the 
implicit risk is such that effective, but flexible, Federal 
financial, production and price controls will have to be 
extended rather far into the post-war period. 

It is worth noting that of the total rise of about 100 
points in the wholesale price index as a result of the First 
World War, 31 points, or very nearly one-third of the 
maximum increase, were recorded between the Armistice 
in November 1918 and the spring of 1920 as a result of 
the too early removal of Government price controls, a 
temporary shortage of goods and the resultant encourage- 
ment of a most inexcusable price speculation. 


Shortage of Goods 


This time we know that both the shortages of goods 
—especially consumer durables—and the monetary pres 
sure will be far greater than after the last war. Since 
a political swing to the Right seems in progress—regard- 
less of the outcome of the Presidential election itself—it 
is reasonable to keep in mind the probability that specu- 
lative tendencies will eventually find expression some- 
where. It appears rather more likely in equity securities 
than in commodities—and it is quite possible that it may 
get going well before the industrial reconversion period 
is ended. 

In the period of the First World War aggregate bank 
deposits—exclusive of interbank deposits—increased from 
$1g.1 billions in 1915 to $37.7 billions in 1920, increase 
of $18.6 billions or not much less than 100 per cent. In 
contrast, during the most speculative period of the ’20’s 
the additional deposit inflation was relatively moderate. 
For instance, deposits of the weekly reporting member 
banks averaged $18.26 billions in 1925, $18.80 billions in 
1926, $19.60 billions in 1927, $20.36 billions in 19238, 
while the high of 1929 was $21.20 billions and average of 
that year was $20.29 billions. 

Several aspects of the change in the country’s monetary 
structure during and after the First World War merit 
brief comment: (1) The major part of the bank deposit 
inflation occurred during the war and immediate post- 
war period, the subsequent further rise during the great 
“secondary” post-war boom of 1923-1929 being relatively 
moderate as indicated in the preceding paragraph; (2) 

however, in addition to the greatly en- 





TOTAL LOANS AND TOTAL INVESTMENTS 
OF REPORTING FEDERAL RESERVE MEMBER BANKS 


larged money supply created during the 
war period and the continuing more 
moderate rise therein, the general “con- 
fidence”—and later the speculative op- 





timism—of the ’g0’s produced an impor- 
tant increase in the velocity of bank 
deposits: that is, the annual rate of 





monetary turnover as calculated on the 
relation between demand deposits of 
weekly reporting member banks and 
debits to individual accounts in the re- 








porting centers; (3) the monetary ex- 
pansion of the ’g0’s was not only a 
private-credit phenomenon—the Govern- 
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ment debt being in progressive decline 
at that time, thus freeing billions in 
liquid funds of which much fed the i- 
creasing speculation in corporate securi- 
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ties—but there was a progressive deterior- 
tion in the quality of the credit expan- 
sion as the banks financed the galloping 
speculation in the stock market by piling 


THE MAGAZINE OF WALL STREET 


up billic 
ity colla 
mon stoi 
In the 
commod 
ocity in 
New Yc 
1919, de 
1g21 de} 
ignore i 
advance 
oO Tec 
weekly 
creased > 
the low 
but ove 
posit ve 
nearly 4 
In N 
transact! 
bank de 
creased 
to an a 
crease O 
the imp 
an intal 
controls 
realistic 
budding 
credit p 
—can su 
Toda 
record | 
busines: 
than be 
ficant s 
market 
normal 
nanced 
result, | 
latest a 
22.5 for 
centers 
It ne 
supply 
the lou 
per cen 
bilities 
Ther 
after ni 
vironm 


20;- 














the 
will 
the 
eral 
» be 


100 
‘irst 
the 
tice 
t of 
3, al 
ige- 


ry 
rit 
sit 


at 


he 
re 
n- 
p- 
yr- 
1k 
of 
he 








up billions in loans on corporate secur- 
ity collateral, consisting mainly of com- 
mon stocks. 


VELOCITY OF BANK DEPOSITS 
100 CITIES VS. NEW YORK CITY 





In the early post-war stock market and 
commodity price rise, bank deposit vel- 
ocity in 100 leading cities—excluding 
New York City~reached 44.1 in late 
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1919, declined to a low of 30.8 in the 105 
1921 depression, and thereafter—we will 
ignore intervening minor fluctuations— 


advanced to an average of 47.1 for 1929. 


— a YORK CITY 
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To recapitulate, demand deposits of 


weekly reporting member banks _in- 
creased by a little over 30 per cent from 
45 


all 





the low of 1921 to the average of 1929— 
but over the same period the bank de- 
posit velocity in trade centers increased 
nearly 46 per cent! 
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In New York City, where security 
transactions increasingly ballooned the 
bank debit figures, deposit velocity in- 
creased from an average of 61.1 in 1921 
to an average of 131.7 in 1929, an in- 
crease of over 115 per cent. I cite this history to indicate 
the importance of “psychology” or “sentiment.” This is 
an intangible against which mechanistic monetary-credit 
controls are far from foolproof—although intelligently 
realistic Government policy can certainly discourage a 
budding speculative fever, while overbullish Federal 
credit policy—as under the Coolidge and Hoover regimes 
—can surely add disastrous fuel to the fire. 

Today bank deposits are at a record high, but also a 
record high proportion of such deposits is being held by 
business firms and individuals as liquid reserves rather 
than being spent or invested. Nowhere are there signi- 
ficant speculative tendencies. Finally, reflecting black 
market and/or tax-avoidance operations, a greater than 
normal proportion of business transactions is being fi- 
nanced in currency rather than by bank checks. As a 
result, bank deposit velocity is at a very low level—the 
latest available data showing an annual turnover rate of 
22.5 for New York City, and 20.2 for 100 leading trade 
centers exclusive of New York City. 

It need hardly be said that on the prospective post-war 
supply of money, a spending velocity rate even equal to 
the lowest level of depressed 1921—which was some 50 
per cent higher than now—would have explosive possi- 
bilities for the price level. 

Therefore, if the gentlemen in power at Washington 
after next November wish to create the “confidence en- 
vironment” that so many are clamoring for, they had bet- 
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ter keep the fire extinguisher handy at the same time. 
Under the monetary and economic relationships that will 
exist in the early post-war years, it would indeed be very 
easy for a “conservative” political regime unwittingly to 
encourage a much more dynamic inflation—whether in 
commodity prices or common stocks or both—than it reck- 
oned on—and for the ensuing price deflation in due time 
to blow it out of office. ‘ 

The sharpest difference between the present expansion 
of the country’s monetary structure and that during the 
First World War is not in bank deposits, however great 
this is, but in holdings of Government bonds by business 
concerns and consumers, as well as secondarily in the 
currency circulation. 


Individual Bond Holdings 


The Federal debt increased only by a little over $25, 
billions from 1916 to its war-time peak in 1919. Allowing 
for the substantial proportion of the resulting financing 
via insurance companies, savings banks and commercial 
banks, it will be seen that World War I Government 
bond holdings by business firms and individual investors 
was literally a drop in the bucket as compared with the 
present situation and that in prospect. 

The war bond holdings of consumers and _ business 
concerns—other than those of fiduciary nature—must be 
considered as part (at least potentially) of the country’s 
money supply since they can be readily converted into 
bank deposits at the option of the owners. 

Competent authorities believe it not unlikely that the 
end of the war will find Government bond holdings of 
individuals and non-fiduciary corporations around per- 
haps $80 billions—not to mention a currency circulation 
in excess of $20 billions; and an aggregate of bank de- 
posits of perhaps $150 billions or not much less than 
three times that of 1929. 

According to Marriner S. Eccles, chairman of the Fed- 
eral Reserve Board, the total “inflationary pressure,” as 
of June 30, 1944, will approximate $194 billions. This 
is the sum total of demand deposits, savings deposits, cur- 
rency and Government securities held by individuals and 
business concerns other than banks and insurance com- 
panies. The increase in three years, since June 30, 1941, 
will be $115, billions. 

The stored up funds avail- (Please turn to page 43) 
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Lenp Lease originally was designed to take the dol- 
lar sign out of the war. Will it survive into the peace 
era, thereby strengthening the trend away from trading 
for money to trading for goods? This question nowadays 
is asked with increasing frequency by those interested in 
foreign trade. While it would be premature to attempt 
to answer it categorically at this time, it can be stated 
with considerable assurance that Lend-Lease will have 
a profound and enduring effect on future international 
economic relations. 

The development of Lend-Lease to date consisted of 
two phases. The original concept was to avoid repeti- 
tion of the unpleasant consequences of the dollar debts 
arising from World War I. Its functions however quick- 
ly developed into the second phase—the pooling and most 
efficient use of all resources of the United Nations. As 
stated in one of the earlier Lend-Lease reports, the nor- 
mal considerations of international commerce, finance 
and foreign exchange were no longer permitted to inter- 
fere with fundamental war needs. In other words, such 
needs were no longer decided on, or dependent upon, 
financial considerations. 

Under this broader concept, Lend-Lease developed into 
an enormous undertaking, accounting for some 80% of 
our war-time exports. The monthly peak of $1.3 billion 
was reached in December 1943. ‘Total Lend-Lease ex- 
ports, from its inception to date, exceed $20 billion and 
by the end of this year may well be above $30 billion. 
The war’s end may find it not far from four times the 
$10.3 billion debt level after World War I. On the other 
side of the ledger, there is of course reverse lend-lease. To 
date, we received from our Allies goods and services total- 
ing over $2 billion; it may reach $5 billion by the time 
the war is over, with Britain and the Dominions account- 
ing for the bulk of it. 

Of our total Lend-Lease exports, through 1943 Eng- 
land obtained 42.3%, Russia 27.2%. 15.2% was shipped 
to Africa, the Middle East and the Mediterranean area 
while 11.2% went to China, India, Australia and New 
Zealand. Altogether, some 47 countries are on our list 
of Lend-Lease recipients. 

With shipments now tapering off—though they will 
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LEND-LEASE and 
POSTWAR FOREIGN TRADE 





KRAUSS 


continue formidable until the end of the war—Lend- 
Lease is on the threshold of its third phase—the phase 
that will see termination of the world conflict and of 
Lend-Lease itself as operating under war-time condi- 
tions. Will there be a fourth phase—Lend-Lease carried 
over into peace? Will the system eventually become an 
integral part of the postwar foreign trade structure, based 
on new concepts of the role of foreign commerce in the 
economy of nations? These are important questions, 
and it is none too soon to come to grips with them. 

There are many symptoms that Lend-Lease will not 
disappear from the scene the moment the war is over; 
its continuation into the postwar era is plainly indicated. 
In the words of President Roosevelt himself: “. . . Lend- 
Lease is designed . . . to help lay the foundation for post- 
war settlements and international prosperity.” 

While a war measure that was never intended as a way 
of doing business in peace, we have learned much from 
it that will be of great value to a wider peace-time trade. 
But apart from that, the guiding principle embodied in 
the Lend-Lease Act, mutual aid in mutual self-interest, 
can be expected to live on in some fashion; for even in 
peace, mutual aid can be no less important than in war. 

In the more realistic sphere of everyday trade, Lend- 
Lease even today is providing a welcome bridge to peace- 
time commerce. America’s swollen export trade which 
for three years has been dominated by Lend-Lease opera- 
tions, is gradually being restored to private enterprise 
with the result that privately transacted volume, when 
the war ends, may be twice as great as at the beginning. 
Through the policy of letting the private trader take over 
Lend-Lease business on a cash basis wherever possible, 
our exporters are coming into new markets and selling 
new lines of goods they never sold before. These gains, 
it is confidently expected, will not only be continued 
after the war but still further expanded. Lend-Lease 
shipments of products such as processed foods which were 
never exported on any significant scale to their present 
destinations, are likely to result in new postwar markets 
in countries with living standards high enough to sup- 
port continued demand for these goods. So also may 
the sale of numerous staples and specialties of American 
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manufacture in markets from which they were excluded 
by price competition before the war, and the sale of 
American machinery designed for the utilization of 


American raw materials and requiring American repair 


and replacement parts. 


Already machine tools are being sold in South Africa 


and capital goods of all kinds—as distinct from purely 
military and “expendable” items—are being sold in Eng- 
land for cash by private traders instead of being supplied 
by the Lend-Lease Administration. French North Africa 
is beginning to buy direct from American producers and 
exporters instead of through the Treasury procurement 
division. As raw materials and finished products come 
off the critical list, foreign Governments will be able to 
buy them here through ordinary channels instead of 
going through official procurement agencies. The For- 
eign Economic Administration, where it comes into the 
picture, acts only as broker to bring customer and seller 
together. In other words, whenever feasible, Lend-Lease 
is paving the way for expansion of private export trade 
even under war conditions. While this process must 
necessarily remain limited while the war lasts, prospec- 
tive longer range benefits may be manifold. 


Long-Range Constructive Aspects 


There are other constructive effects which seem des- 
tined to endure irrespective of the future fate of the 
Lend-Lease Act. These are the very important benefits 
arising from the exchange of scientific knowledge, indus- 
trial processes and technical information between the 
principal Allies. This exchange has been especially ex- 
tensive with Great Britain covering many fields. From 
Russia, too, we are receiving the benefits of her research 
in synthetic rubber manufacture and the extraction of 
rubber from plants. While it is impossible to foretell 
how peace-time American business will be influenced by 
this policy, the results should be substantial. 

One of the first questions arising after peace will be 
that of disposal of Lend-Lease goods delivered but not 
used, or promised but not yet delivered. Such goods, out- 
side of strictly military items, will no doubt be badly 
needed and it is hardly likely that their delivery or use 
will be interfered with although a method of eventual 
payment may be insisted upon. Since we will probably 
be plagued by huge surpluses at home, a goodly part of 
them may continue to enter Lend-Lease channels under 
specific conditions. In fact, Lend-Lease after the war 
may play an important part in solving the surplus dis- 
posal problem. 

It is widely believed that the immediate postwar trade 
must manifest many of its war-time features, for obvious 
reasons, and the vast changes which occurred every- 
where as a result of the war should have far-reaching 
effects on future foreign trade. Among them are the 
enormous physical destruction of productive equipment 
which: must be replaced or repaired; the vast accumu- 
lation of relief needs and deferred demands; the sweep- 
ing changes in international creditor-debtor relation- 
ships. 

Among those concerned with postwar poblems, it is 
now commonplace that shortages of both essentials and 
non-essentials cannot be immediately and fully made 
good. For a time, the distribution of purchasing power 
among the nations will have little relation to the distri- 
bution of needs. During this period, it is likely that 
foreign trade will have to be conducted on an abnormal 
basis, probably for a number of years, and Lend-Lease 
is bound to play a part if chaotic conditions are to be 
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prevented. Movements of goods, not gold or foreign 
exchange, will be the nub of immediate postwar foreign 
trade problems. Goods badly needed abroad for relief 
and rehabilitation; goods of which we have large sur- 
pluses, affecting markets and production. Much of it 
will have to be channeled through Lend-Lease since 
many nations will be unable to pay, or pay fully and 
promptly, even for their most urgent requirements. We 
may have to face the necessity of conducting global trade 
in a world dominated by countries that prefer goods to 
money. 

With the end of war-time Lend-Lease, the entire prob- 
lem of foreign trade will naturally become acute, and 
more particularly the question of implementation of 
Article 7 of the Lend-Lease Act. Under this Article, 
nations receiving Lend-Lease aid agree to reduce tariffs 
and remove other trade barriers. While the Adminis- 
tration looks upon tariff reduction as a prime weapon to 
promote and protect postwar trade, no specific proposals 
for implementation of Article 7 have so far been heard. 
There is reason to believe that none have been formu- 
lated as yet. 

This very fact greatly contributes to existing concern 
over the nature of governmental economic settlements 
that will follow the war. <A particularly troublesome 
problem will arise from the final accounting of war-time 
Lend-Lease. Inasmuch as the terms, conditions and 
eventual benefits we will receive as payment for such aid 
have never been stated, the indicated possibility of com- 
pensating imports at a later date tends to add to the 
“confusion of the moment” in connection with Lend- 
Lease questions. It is a fair assumption that we will 
never be reimbursed for the bulk of Lend-Lease aid, 
cither because the debtor does not choose to pay or be- 
cause we do not wish to receive goods or services which 
would or could upset our economy. However, reim- 
bursement may be made in other than cash or goods; in 
fact, Administration thinking favors a bargain along 
somewhat different lines. (Please turn to page 48) 
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Japan Next is the growing, if fantastic, hunch in the 
Capital and there are many in high circles who think 
Nippon will fall before Germany. But the plain truth 
of the matter is that infantry must subjugate Japan as it 
has had to conquer Africa and Sicily. Heavy bombard- 
ment of the air paves the way, but the foot soldier is as 
important as he was centuries ago. The army is closing 





Washington Sees: 


The Willkie defeat in Wisconsin was no sur- 
prise, except perhaps in its sweeping degree. 
For many weeks it had been apparent to the 
politically wise that he could not be nominated. 
Willkie himself had been increasingly doubtful. 
Several weeks ago he drew up a statement of 
withdrawal, then decided on the urging of sup- 
porters to go through with the Wisconsin test 
and let it tell the story. 


Previous national polls of Republican voters 
had shown Willkie slipping steadily, Dewey ris- 
ing—with Willkie the indicated choice of less 
than one-third of Republicans. On the nearly 
complete returns available at this writing, Will- 
kie got 47,678 votes in Wisconsin, against 61,050 
for Stassen, 72,782 for MacArthur and 131,740 
for Dewey. This was worse than his national poll 
showing, but Wisconsin and the entire Middle 
West is more conservatively Republican than the 
country. Therefore, the more the result is 
alalyzed, the less of an "upset" it appears. 


Washington does not believe Willkie's defeat 
has any significant relationship to the dying, if 
not already dead, issue of isolationism versus 
U. S. participation in world peace organization. 
The issue is not whether we should play a posi- 
tive roll in the world but the methods of doing 
so. On this, the single public statement made 
by Dewey on his idea of world organization is 
more specific than anything said by Willkie or 
any other candidate except Stassen—more spe- 
cific, indeed, (whether or not one agrees with 
it) than anything Roosevelt has yet publicly said. 
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in on the Philippines but the War Department says 
there just aren’t enough infantrymen in the Pacific to 
complete the job now. 


Baruch Report impact is just beginning to be felt. Its 
sponsorship was of the type to commend it, but it was 


somewhat voluminous and given to generality rather 
than specifics. The George-Murray Bill, reckoned on a 
legislator’s slide rule, seemed better fitted to fill the role. 
But in the light of later, closer examination, the Senators 
have turned back to the Baruch-Hancock recommenda- 
tions. They'll prevail; modified no doubt, but basically 
unchanged. 


Inquiry into the far-flung activities of Jesse Jones and 
his RFC will be the end product, even though it is not 
the first target of an investigation asked by Senators 
Reed and Clark. Alleged interference with management 
of a railroad is the complaint by the Senators. RFC is 
operating about two score corporations with borrowing 
power running up to thirty-five billion dollars, and the 
instances of required audit are rare. Meticulously jeal- 
ous of its prerogatives in lesser situations, Congress has 
been singularly unconcerned about the biggest operation 
of all. 


OPA Validity confirmed by the Supreme Court recently, 
narrows discussion on renewal of the statute. But it also 
serves notice on the price control agency that it is skating 
on thin ice. The delegation of power was not con- 
demned, but the guideposts were described as weak—too 
weak “to permit adoption by the Administrator of any 
conceivable policy.” That isolates the OPA ills. Neces- 
sarily elastic, it has become vacillating. 


Executive Orders are to be spotlighted in a Congres 
sional inquiry which starts out to determine the validity 
of more than 3,300 such mandates issued in the past 11 
years, but, unless all visible signs fail, will wind up in a 
fishing expedition into the political and sociological 
implications of the rules. The Executive Order was not 
invented by F. D. R., but he has been its greatest user. 
Its purpose is to implement vaguely-drawn laws. The 
pending inquiry should establish whether Congress has 
legislated sloppily or F. D. R. has used the Order to ex- 
tend his zone of influence. 
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There's more smoke than fire in the Senate's wrangling over 
world peace and the questions of who will make it and how it will be 
made. If the issue of world cooperation were to be presented point-— 
blank today differences would evaporate. 
























This conclusion is justified by recent reactions to issues 
which have stripped debates of their wordage and exposed basic prin- 
ciples. Unanimity seems assured on the point that peace treaties, 
boundary settlements, do not fit into an active war program. They 
can wait. 




















Importance first attached to Russia's action in recognizing 
the Badoglio regime in Italy is dissipating. Exchange of envoys no 
Tongerfis regarded as full recognition. That theory has support 
from the newspaper Izvestia-—-as much a part of Sovietism as the 
















































Kremlin. 
Senator Tom Connally, foreign relations committee chairman, has condensed 
ys Senate thinking: "Until the war is over, everything must be subordinated to win- 
~ ning. We cannot halt the war to fix up every boundary dispute." 





Smouldering is a resentment generated in districts of large foreign pop- 
ulation, notably Polish--Chicago's metropolitan area is an example——-against per-— 
mitting the war to follow its course without political and territorial commit- 
er ments. The Connally statement does not bode well for Poland, the early target of 
a Hitlerism. 
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T's Britain's White Paper, choking off immigration of persecuted Jews into 
la- Palestine, will become a major concern of Congress. Deadline for admittance was 
reached March 31 with no relief promised. 








Wholly aside from domestic political considerations, Congress has been 
nd embarrassed by the issue. It's becoming increasingly hard to "sell" the idea of 
- post-war pie in the sky for the oppressed in the face of a World War I promise 
shattered by one of the major United Nations, seemingly condoned by another. 














Palestine is to Arabia what the Bronx is to the United States—-—a dot on 

he the map. Poland, thus far at least, is headed for another Munich. The color of 
al- recognition has been given an obviously unpopular Italian regime. Senators are 

saad beginning to wonder whether Palestine will be the crucial straw. 











Closely associated, not essentially linked, is the proposed Arabian pipe- 
ly line for petroleum. Fundamentally, the plan is: at a cost of one hundred twenty 
’ | millions, this government would build, operate and own a twelve hundred mile pipe- 
ng line from the Persian Gulf area to the Eastern Mediterranean. 


“aa United States interests are protected, almost too well. Raised is the 


ny | Question whether the Arabs will interpret the contract——admittedly an "open" one 
es | -—-in their interests or ours. And that's where the Palestine issue takes on added 
importance. Involved is a community of interests. 




















es Washington does not discount Moscow dispatches describing Japan's sur- 
ty | render of coal and oil concessions in North Sakhalin Island as a major diplomatic 
11) triumph. 








al The Japs have maintained a defiant, almost bullying, attitude toward Rus-— 
e sia since war began. The coal and oil depletion agreements had been bones of con— 
* tention under a contract running to 1970. Nipponese abrogation of those rights, 


as | which Russia never fully conceded, is the first breach in the Jap wall. 
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Simple, but important, is the fact that the newest deal confirms a fact 
almost too obvious to require mention: Japan's position is deteriorating and 
Stalin has felt safe in writing his own ticket on sources of essential material, 
bargaining with a mailed fist to back up his offers. 














Brought clearly into focus by developments of recent weeks is the fact 
that the United States Army moved into Italy without sufficient preparation. The 
cost of that error is being paid dearly. The result is strengthening of the hand 
of Congressional critics of the military. 














Unlike Britian, the United States has no mechanism for "vote of confi- 
dence" in its government administration. Roosevelt foes pretend at least they 
would welcome such a test here. F DR agreed to a strategy in Italy designed by 
Winston Churchill. 














Post-war planning agencies are beginning to veer away from the notion of 
beer and skittles for all and getting down to hard facts of life. Full employ- 
ment has become the major theme, with none but dreamers regarding it as more than 
an objective, devoutly to be desired but unlikely of attainment. 








When government ceases to be the sole, or principal, customer of industry, 
only a diffused, national purchasing power can serve as a buoy. That can come 
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only from high production, high income for the average person, and high consump-— | produce 
tion. Those elemental facts are coming into focus. Globaloney no longer is an largest 
issue; now it's balogna with no comic implications. Cai 
steady e 
Current problem before the Federal Reserve Board-—-sensitive seismograph and kee 
of market and other financial tremors-—-is movement of idle money into invest- the spe 
ments. Income and expenditures, if not immediately related, can be dangerous. millions 
——-. : : : : 2 their cas 
Higher income is a fact; what the Board desires is a channeling of that income Tote 
into productive lanes. counts a 
result, n 
Recognizing its dangerous lack of bounds, Congress soon will tackle the me nies 
— " : : ae eginnir 
renegotiation problem piecemeal. Readjustment of contracts without waiting for hlles 
demobilization is primary. stronger 
groups v 
Originally, demobilization and contract adjustment were linked. Property a 
P n mance | 
disposal was entwined. This marks a fundamental change. If contracts were to be land grez 
timed to military discharges—-a theoretical advantage now regarded as a practical] [pn co; 
impossibility-—-—each would be retarded, congressional leaders now believe. stantial 
accompa 
A "get tough" policy in drafting men from industry is in the making. iia 
Too many "essential" classifications have been made by employers, Selective Ser- [producti 
vice headquarters believes, and the designation has lost its force. More than onftension 
million additional men must be in uniform by July 1 and industry must provide made po 
then. has cons 
abled pi 
pleted fil 
National service legislation--men from 18 to 45 to be conscripted for This c 
war supporting employment—-is at the height of favor currently but if such a law [in consic 
is enacted it will surprise its backers more than its foes. The War Department freatly s 
thinks such a law should be on the books, but won't take the responsibility of hes 
its administration. Rune al 
fnto reve 
markets ; 
provide 
Film p 
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A DECADE ago motion picture 
producers, though doing one of the 
largest all-cash businesses in the 
country, never had any money. Pro- 


gressive acquisition of theatres, 
steady expansion of their business 
and keen competition leading to 
the spending of more and more 
millions for “super-films” kept 
their cash tills low, and debts high. 
Today the industry’s cash ac- 
counts are pleasant to behold. As a 
result, motion picture company securities which in the 
past were hardly considered by fastidious investors, are 
beginning to find a place in the best managed port- 
folios. The industry’s financial position as a whole is far 
stronger than that of many other leading industrial 
groups which have had to expand plants for war produc- 
tion and drain their treasuries to pay heavy taxes and 
finance increased working capital needs of a suddenly 
and greatly expanded business volume. 

In contrast, the motion picture industry derived sub- 
stantial benefits from war-time conditions without any 
accompanying hazards. Large public purchasing power 
lifted theatre attendance to record levels, and higher ad- 
mission prices and film rentals, together with reduced 
production schedules, have largely offset rising costs. Ex- 


onftension of the hold-over policy for first-run pictures, 


made possible by record public demand for amusements, 
has considerably lowered amortization charges and en- 
abled producers to build up a large backlog of com- 
pleted films. 

This combination of favorable circumstances resulted 
in considerable improvement of capital structures and 
kreatly strengthened finances. The industry will enter 
the postwar era in the strongest financial position at any 
time in its history, and while competition from other 
forms of recreation, now restricted, will probably cut 
into revenues after the war, the reopening of foreign 
markets and expansion into new markets abroad should 
rovide an excellent offset. 

Film production in Europe is now virtually at a stand- 
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Editor’s Note: This is the second of a 
series of articles on industries we believe 
most promising from an _ investment- 
speculative point of view. From each, 
two stocks will be selected: one, our con- 
servative choice for income and appre- 
ciation; the other, our choice for more 
speculative investment. For guidance on 
timing of purchases, follow the A. T. 
Miller market analysts in the forepart of 
each issue of this publication. 





no.2—Movie Industry 


Our Two Stock Selections: 


Loew’s, Warner Bros. 


BY WARD GATES 


still; after the war the public will 
be amusement hungry. It will take 
time to revive native prdéduction 
and meanwhile virtually the whole 
world will be open to Hollywood 
productions, with resultant large 
gains for American — producers. 
There are some who stress the po- 
tential postwar threat of television 
to the motion picture industry but 
so far evidence is lacking that this 
form of future competition may 
have seriously adverse effects on revenues. Rather, signs 
point to growing interest in television of the motion pic- 
ture industry itself which eventually may acquire a stake 
in the new field. 

Reflecting the bright over-all outlook, both short and 
long range, motion picture equities have done well mar- 
ketwise, some hovering close to their 1943 peaks. With 
a high level of earnings indicated for 1944, shares of most 
companies appear attractive since liberal yields are avail- 
able on a good many issues; others, some of them non- 
dividend payers, have outstanding long range speculative 
appeal based on business prospects as well as on marked 
progress on the road toward financial stabilization. 

For liberal and secure yield, our choice is Loew’s, Inc., 
the only “blue chip” in the group with an enviable rec- 
ord of high earnings and good dividends unbroken even 
during the depression years through which it came with- 
out a financial ripple. For longer term appreciation, 
our speculative choice is Warner Bros., a well-entrenched 
and integrated company whose steadfast policy of debt 
reduction is progressively bearing fruit. 

Loew’s Inc., by far the richest of its contemporaries, 
has consistently maintained a front rank position in the 
industry as a fully integrated producer, distributor and 
exhibitor of all types of films under the Metro-Goldwyn- 
Mayer name, its producing subsidiary. It has some of 
the best theatre real estate properties in the country, 
operating some 150 owned and leased theatres, mostly 
modern houses in big cities where business remains good 
even if gas and tire shortages cut down attendance in 














A production unit on location in the desert 


smaller towns. The company also has theatres in Can- 
ada, some South American countries and in Great Brit- 
ain, and participates further in the motion picture indus- 
try of the British Empire through ownership of an 
indirect interest in Gaumont-British Pictures Corp. Ltd. 
Before the war, about 30% of film rentals came from 
overseas. Principal production facilities are in Culver 
City, California. 

Among miscellaneous other activities, Loew’s through 
subsidiaries operates radio station WHN in New York 
City, publishes sheet music, operates a vaudeville book- 
ing office and engages in other enterprises relating to the 
amusement business. 

The company’s current operations are favorable, future 
prospects bright. In the 1944/45 season, Metro-Gold- 
wyn-Mayer plans to make 47 full length pictures, some 
58 one-reel specialties, four two-reel subjects and news 
reels, a program in line with the general policy of re- 
trenchment forced on all producers by war-time condi- 
tions especially in respect to full length pictures. Loew’s 
initiated the successful hold-over policy, effectively coun- 
teracting the adverse effect of reduced production sched- 
ules. As a result, film backlogs rose and the company 
last year had the largest inventory in its history including 
over $12 million worth of films completed but not re- 
leased. The company, in addition, has a gold mine in 
old pictures, completely written off but which now have 
again a potential market, presently here and ultimatel\ 
abroad, after the war. 

Foreign revenues even now are expanding and the 
agreement with Britain for full release of income as 
earned is a constructive factor in the war-time outlook. 
Earnings in the fiscal year ending Aug. 31, 1944, should 
at least equal the $8.01 per share reported for the pre- 
ceding period and a dividend of at least $4 is expected. 
For the twelve weeks ended Nov. 26, 1943, net income 
was $1.67 per share against $1.47 for the same period a 
year ago, reflecting the continued earnings uptrend. 

During the last fiscal year, gross revenues of Loew’s 
reached the new high of $157 million and net income of 
$13.42 million was one of the largest in the company’s 
history. That history is characterized by a long and gen- 
erous dividend record with payments averaging about 
$3.50 per share annually and a long term earnings aver- 
age of some $6 per share, an outstanding achievement 
for any field but extraordinary for the motion picture 
industry with its earlier well-known ups and downs. 


In December 1941, the company sold $13 million 3% 
debentures and obtained a $5 million long-term bank 
loan. Proceeds, together with additional funds, were 
used to redeem the outstanding 314% debentures and 
614% preferred stock of nearly $13 million, thereby re- 
ducing charges ahead of common by about 45¢ a share. 
Currently, funded debt amounts to some $32 million, at 
interest rates ranging from 214% to 314% reflecting the 
vastly improved credit status of the company. 

As can be seen by the balance sheet data in the accom. 
panying table, the company’s position is one of great 
liquidity and financial strength. Cash assets amount to 
over $44 million, current assets to $101 million and net 
working capital to $62 million, all three items showing 
marked improvement over the preceding year. Inven- 
tories of $52 million represent roughly half of total cur- 
rent assets, a ratio somewhat lower than in normal times 
despite the record inventory figure which under present 
conditions is a distinct asset, making possible reduced 
production schedules and lower amortization charges, 
and as a corollary, higher net earnings. Amortization of 
film costs during the last fiscal year came to some $42 
million or 27% of gross revenues, a somewhat above 
average ratio. Interest charges were 13% of net income. 
Tax liability on 1943 income amounted to $21 million 
whereof nearly $16 million for EPT. The company’s 
property account of roughly $70 million is well depre- 
ciated. 

During the year, the company operated on a gross 
profit margin of 30% and a net margin of 8.5%, rather 
better than industry average. Earnings on total capitali- 
zation were about 9.9%, and per share earnings came to 
13.1% of current market price. The latter ratio, over a 
period of eight years, averaged 10.7%, an excellent re- 
turn from an investment standpoint. Dividend yield 
currently is 6.5%. 


Common Moderately Priced 


Back of total capitalization of some $135 million (com- 
mon stock figured at market value) stand net tangible 
assets of $183 million, indicating fairly moderate valua- 
tion of the common which is selling barely eight times 
1943 earnings. In contrast with current market price of 
the common of about 61 is the net tangible asset value 
of $90 per share and book value of $69.82 per share. 
After deduction of all prior obligations, cash asset value 
of the common is $7.15 and net current asset value $18. 

Though as an integrated organization, Loew’s has a 
fairly large EPT exemption, a goodly part of future gains 
in operating net is likely to go into EPT although a 
certain percentage will no doubt be carried through to 
net profit. On the other hand, even a drop in volume- 
not presently envisaged—could not affect earnings appre- 
ciably so that in the foreseeable future, per share earn- 
ings are not likely to fall below present substantial levels. 
This not only presages possibly higher dividend disburse: 


of stability which should greatly enhance its investment 
merit. 

The exhibit of Warner Bros., on the other hand, dif 
fers in many respects. This company, too, is a fully in} 
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tegrated motion picture concern, one of the industry's 
leading units. Its activities embrace all phases of the 
business from production of feature films to operation of 
a theatre system of some 425 owned and leased proper: 
ties. Other activities include production of stage play 
and operation of a radio station in Hollywood, Califor- 
nia. Principal American studios are located in Burbank, 
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California. A studio in Teddington, England, serves the 
British market. Ownership of a 25% ordinary stock in- 
terest in Associated British Pictures Corp., operating 
some 400 theatres in Great Britain, places the company 
in a favorable position as to exhibition of its films in 
that country. Foreign film rentals normally account for 
about 20% of film revenues. 

Since incorporation in 1923, the company has ex- 
panded rapidly, particularly in the development of its 
theatre chain. Annual production normally calls for 
about 50 feature pictures and 85 short subjects for do- 
mestic distribution. 

For the current year, Warner Bros., a leading advocate 
of the single feature program, is working on an ambitious 
program of 46 short subjects. In the full-length feature 
field, it will make no more “B” pictures and instead plans 
to concentrate on timely subjects tieing in with actual 
war developments, such as its “Casablanca,” which 
proved an outstanding success. Warner, too, has a siz- 
able inventory including $14 million worth of produc- 
tions completed but not yet released which enables the 
company to carry out a reduced and selective production 
program during the coming year. Additionally, poten- 
tial profit possibilities from old films are fairly substan- 
tial. 

Feature of the company’s financial record is the sys- 
tematic debt reduction it has undertaken in recent years. 
With a peak debt of over $100 million and annual in- 
terest charges of over $7 million, no dividends were paid 
after 1930. Today, outstanding debt has been cut to 
about $53 million and the company has cash assets of 
over $10 million. On a $115 million property account, 
Warner has had about $5 million in depreciation charges 
annually which it has been able to use for debt retire- 
ment, supplemented by retained earnings which in the 
1943 fiscal year came to $7.9 million. 

With a favorable tax base, because of its large prop- 
erty account, the company should be able to use some 


.}$12 million this year for further debt retirement. Most 


of its remaining mortgages are held by insurance com- 


.|panies and represent only a very small percentage of the 
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Shooting the spectacular closing sequence in 
Warner's "This Is The Army" 


value of the properties mortgaged. In July 1943, $15 
million bank loans were incurred to redeem 6% deben- 
tures and some other bank loans. Last August, anothei 
$8 million was borrowed to retire the entire issue of $3.85, 
preferred stock. Today, outstanding long term debt 
amounts to some $53 million, including $15 million 
234% bank loans, due through 1949, and $8 million 4% 
serial debentures maturing through 1953 in instalments 
of $1 million semi-annually. 

Retirement of outstanding preferred stock last summet 
has opened the way to dividend resumption but further 
debt reduction will probably dictate a conservative pol- 
icy and it is unlikely that anything will be declared on 
the common until later in the year. Aided by lower 
prior charges which in the past year totalled some $2.5 
millon, this year’s earnings should compare favorably 
with the $2.12 netted in the fiscal year ended August 31, 
1943. For thirteen weeks ended Nov. 27, 1943, net 
profit came to 53c per share compared with 43c in the 
comparable preceding period. 

1943 earnings of $2.12 per share compare with $2.20 
realized in 1942. The decline was partly due to writing 
off a loss of $4.5 million on the sale of land and prop- 
erty earlier purchased for possible theatre sites but the 
principal reason was the increase in taxes from $8 to $13 
million; of the latter amount, $11 represented EPT. 

Gross revenues in the 1943 fiscal year reached the new 
high of $131 million against $119 million the year before 
and $102 million in 1941. Film amortization of $23 mil- 
lion represented 18% of gross revenue, or 7% less than 
in the case of Loew’s. Interest charges amounted to 30% 
of net income. Inventories totalling $31 million rep- 
resented 67% of current assets, a ratio about normal for 
the industry. The year’s results showed a gross margin 
of about 25%; net profit margin was 6.2%. Earnings 
on total capitalization were about 8.2%, and per shar 
earnings were 17% of the current market price. The 
latter ratio, over a period of eight years, averaged 9.3%, 
a rather good showing considering the heavy prior obli- 
gations the company had to contend with during this 
span of time. 

In apprising the future earnings and dividend outlook, 
it must be borne in mind that apart from annual interest 
charges of roughly $2.5 million, the company until 1949 
must retire existing bank (Please turn to page 50) 
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Usury stocks have continued to act well recently, 
despite unfavorable developments such as the Su- 

reme Court’s Hope Natural Gas decision, pressure by 
the FPC and the New York Commission for larger de- 
preciation reserves (which might result in rate cuts), and 
the slightly unfavorable trend of current earnings. While 
utility securities have enjoyed a substantial “comeback” 
in the past two years, attractive yields are still obtainable 
in operating company stocks, with a reasonable degree of 
dividend safety considering the essential character of the 
industry. 

The latest Supreme Court decision, which had the 
effect of sustaining the so-called Washington Rate Plan 
(which provides for readjustment of rates in conformity 
with earnings changes) is encouraging, as indicating that 
a majority of the Supreme Court are willing to sustain 
the powers of the local commissions, even when this 
results in rate advances which are questioned by agencies 
close to the Administration. 

Referring to the accompanying table which tabulates 
data on a number of utility stocks in the lower-price 
range, we comment briefly on the operating company 
group: 

Puget Sound Power & Light was reorganized last Sep- 
tember, and paid a 6oc dividend a few weeks later which 
was free of Federal income taxes. A quarterly dividend 
of 3oc was paid February 15th, indicating a probable 
$1.20 annual rate. The stock is currently selling at about 
5 times 1943 earnings, and about 7 times earnings after 
adjusting for non-recurring tax savings. Recently the 
stock encountered some irregularity in Curb trading be- 
cause of a reported offer of $90,000,000 for the property 
by the Bonneville Power Administration. President Mc- 
Laughlin of Puget Sound has stated, however, that the 
so-called offer “appears to be a mere exploration of the 
receptivity of the company to a firm bid when and if 
one can be procured at some indefinite time in the fu- 
ture. The letter indicates that all the Bonneville Admin- 
istrator is empowered to do is to talk and even if a 
satisfactory price were agreed upon he cannot commit the 
Public Utility Districts, the City of Seattle, and the Con- 
gress of the U.S.A., but that the approval of all these 
bodies must be obtained before a sale can be effected.” 

The $90,000,000 figure would mean about $10 per 
share on the common stock and it is quite unlikely that 
the: Puget Sound directors would sell at such a price, 
even if the cash were available. The management is 
apparently not afraid of competition from Federal power 
after the war, as their rates are already extremely low 
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and Bonneville Power should logically be applied tof ¢atio 
irrigation projects, aluminum production, etc. Puget] relatic 
Sound does not have a very big “war load” and postwar Comp 
readjustments are not expected to have any severe effect] we ar, 
on earning power. The territory is considered ‘to have compz 


perhaps the best growth possibilities of any section offthat ¢ 
the country. the pr 

California Electric Power has had a brisk advance dur-| ynder 
ing 1942-3—from around 1 to 7. Earnings have been] 4 y; 
aided by war business in the company’s territory, by theftranse 
bond refunding of a few months ago, etc. Due to heavy}at SE¢ 
prior capitalization, the equity’s position is marginal.}|imitec 
There were no earnings available for it in nine out of change 
last fifteen years. These 

Indianapolis Power & Light common stock was soldfig dely 
by Utilities Power & Light Corp. (now Ogden Corp.) in studyir 
April, 1940 at $24 a share. The stock has apparentlyymino: 
not achieved the investment status of well-seasoned issue} 4me 
such as Consolidated Edison, Commonwealth Edison, etc.Jys indi 
which sell at higher multiples of earnings; however, thehecond 
yield is comparable with that of Consolidated Edison, brighte 
since the dividend rate is conservative in relation to earnbf func 
ings. Revenues enjoyed a considerable wartime growthformer!] 
but net income seems well protected by heavy excesfmost 
profits taxes (over $4 a share in 1949). prevent 

Central Hudson Gas & Electric is a medium size com oreign 
pany whose territory lies between that of Consolidatedbhone 
Edison and Niagara Hudson. The latter company has 3 quity 
29.7% interest in the stock but Central Hudson is inde{\meric: 
pendently operated and has a local directorate. Thith jts 
company has apparently not benefitted much by the wand Sh: 
as the territory is not highly industrialized. With com ially ac 
mon stock about 39% of total capital, share earningfion pla 
have been fairly steady, though there has been a declitfery lik, 
ing trend since 1936. The present dividend is generou lone “] 
in relation to earnings, which explains the high yieldommon 

Laclede Gas Light Co. is a subsidiary of Ogden Corphuess, bi 
which in turn is controlled by Atlas Corp. Plans hav§rices tt 
been under way for some time to recapitalize the comhg as if 
pany and liquidate Ogden’s stock holdings, but the average 
have made slow progress. SEC hearings were resumefhe seco: 
briefly February 15th and adjourned subject to call thon 8% 
the trial examiner. The short session was apparentlfalizatio 
merely to bring the record up to date and hear some addbich a y: 
tional testimony. The price-earnings ratio in the acco pear t 
panying table has little significance in view of thfhe calc 
preferred arrears and the proposed revamping of tlfce for 
capital structure. ic Bond 

The position of the low-priced holding compat} Americ 
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equities has become increasingly difficult to appraise. 
Back in the 1929 era many of these stocks sold at fabu- 
lous prices, as indicated in the table. By 1941-2 market 
values had declined to equally ridiculously low levels— 
in many cases less than 1% of the 1929 highs. Subse- 
quently there has been a fair-sized rebound—very large 
if figured as a percentage of the lows, but small enough 
from the viewpoint of those who have “held on” since 
1929. Considerable care and discrimination is necessary 
in making present purchases of these issues, and little 
attention should be paid to the former price range. ‘The 
“best” issues are generally those on a current dividend- 
paying basis, but the fact that a nominal dividend is 
being paid (as with Columbia Gas) does not necessarily 
give a stock investment status. 


Careful Selection Advised 


The only safe method by which to select stocks in 
this category for purchase (whether for income or appre- 
ciation) is a careful study of the company’s status in 
relation to Section 11 of the Public Utility Holding 
Company Act. Due to the number of issues on which 
we are commenting, it will be impossible to analyze each 
company’s problems in detail in this review. About all 
that can be done is to hazard a tentative opinion as to 
the possible outcome of the enforcement of Section 11 
under the administration of the SEC. 

A vast amount of documentary material—prospectuses, 
transcripts of hearings, 10-K reports, etc. are available 
at SEC headquarters in Philadelphia (and to a more 
limited extent at its New York Office), at the Stock Ex- 
change or Curb offices, and at the utilities’ own offices. 
These records are publicly available for those who wish 
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to delve into them. Investors would be well repaid by 
studying them, although in most cases these are so vol- 
uminous as to discourage the amateur investigator. 
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brightened considerably as a result of the wartime flow 


0 earnof funds to South America. This has loosened up the 


rowthtormerly “tight” exchange position of 
exceSmost South American countries, which 


said to have investment status since it has paid the $1.20 
dividend for some years and it has a substantial backlog 
of cash, together with a large block of marketable Detroit 
Edison shares. Sale of only a small amount of Detroit 
Edison would increase cash to the point necessary to 
retire preferred stock, following which a distribution of 
stock holdings in subsidiaries to the common would be 
in order. However, such a consummation does not seem 
immediately in prospect. One delaying factor has been 
the heavy tax on gross revenues levied by the City of 
Detroit, which has been appealed to the courts. Despite 
this handicap, a refunding has just been accomplished 
by Michigan Consolidated Gas, the principal subsidiary. 
Detroit Edison is also affected by the tax. 

American Power & Light has proposed a recapitaliza- 
tion on the basis of go% of new common stock to the 
preferred stocks and 10% to common. The present price 
of the common would appear to discount a slight change 
in the formula, perhaps to g2-8%. Assuming eventual 
consummation of the plan, the common stock will not 
enjoy the high leverage which it once had in relation 
to the preferred stocks. Completion of the bond retire- 
ment program of the holding company, refunding of 
subsidiary bonds where practicable, and distribution of 
numerous holdings in subsidiaries to the new common 
stock might eventually enhance values, but much will 
depend on adjustments in Federal taxes, since the indi- 
vidual companies might have to pay substantially higher 
taxes (based on present rates) than is currently paid by 
the system on a “consolidated return” basis. 

American Water Works was one of the first holding 
companies to submit an integration plan to the SEC, 
back in 1937. This obtained tentative SEC approval. 
with some exceptions. The plan has not yet been fully 
consummated, but it seems unlikely that American Water 
Works, as top holding cmpany, will have to be liqui- 
dated. Hence, this stock still retains its former “leverage” 
position, although it has been handicapped by disap- 
pointing earnings in recent years, due largely to the 
system’s tax position. 

Cities Service common’s long-term price range 
(adjusted for changes in par) reflects almost the widest 








prevented companies like American & 
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swings of any holding company equity—from 685 down 
to 2 and back to 16. 1943 earnings as stated in the table 
are after crediting back the $2,000,000 reserve for post- 
war emergencies. For some years the stock has been 
generally regarded as a speculative utility holding com- 
pany equity, but in reality it is an oil-and-gas stock with 
“utility trimmings.” Plans are now well under way to 
“clean up” the utility part of the system. The principal 
utility subsidiary, Cities Service Power & Light, is cur- 
rently retiring all its bonds and preferred stocks, and the 
system is being streamlined to conform to Section 11. 
When this program is completed, the top company itself 
may develop a recapitalization plan to take care of its 
arrears, the 1950 bond maturity, etc. It will have a very 
substantial backlog of cash, plus the equity interest in 
Cities Service P.&L., to apply against debt reduction and 
preferred arrears. The system has made great progress 
since 1932 in rehabilitating its financial position. Prior 
to that time, for two decades, payments had been made 
each year on the common stock as well as on the pre- 
ferred issues. 

Columbia Gas & Electric has solved some of its financial 
problems, particularly those relating to the investment 
of its subsidiary, Columbia Oil & Gasoline, in the Pan- 
handle Eastern Pipe Line. Some problems remain with 
respect to Kentucky subsidiaries, and there is also the 
important question as to whether the main system must 
be broken up, divorcing the Ohio Electric properties 
from the gas system which operates throughout a large 
section of the northeast. While there are no preferred 
arrears, the holding company has a large bonded debt 
(reduced in recent years) so that the status of the com- 
mon in any future recapitalization remains a little un- 
certain. 

Commonwealth & Southern common will receive 15% 
of the new common stock under the recapitalization plan 
now before the SEC, but there are over 33,000,000 shares 
outstanding. With adjustment to the plan, the preferred 
stock has been selling recently somewhat lower in rela- 
tion to earnings than the common. Both stocks might 
benefit by postwar repeal of excess profits taxes (of 
which the system carries a very heavy load). 

Electric Bond and Share’s liquidating value is esti- 
mated at between two and three times the present market 
price but this does not allow for possible subordination 
of some of its subsidiary holdings, under application of 
the “Deep Rock” principle. The company has a sub- 
stantial backlog of cash with which it is gradually buying 


























M.W. S. INDEXES 
1942 LOW = 100 
soo 
(MONTH ENO FIGURES) 
400 rr 
PUBLIC sonnel wy" 
300 \ 
ane 5a ~ <p 
A 
(7 283 STOCKS” . 
100 7 | 1 i lL 1 i 1 1 i L l ae | 1 
AMJJASONDIJYFMAMIJIJASONDIFM 
1942 1943 1944 








ae 


in its large issues of preferred stock. 

Electric Power & Light common should participate in 
any eventual recapitalization plan, following consumma. 
tion of the United Gas plan recently presented to the 
SEC. Based on recent market prices for the company’s 
stocks, the common might expect to get about 18% in 
any distribution of new common; but this seems some. 
what high judging from past precedents. 

National Power & Light now has the sole equity in the 
company’s holdings, the parent company’s bonds and 
preferred stocks having been completely retired. A num. 
ber of adjustments in subsidiary companies have been 
in progress, in order to “clean up” these companies be. 
fore their common stocks are sold or distributed to com- 
mon stockholders of National. The company would 
prefer to distribute the equities in Birmingham Electric 
and Carolina Power & Light, but it is not yet clear 
whether the SEC will agree with this disposition, or will 
require sale with the idea that part of the cash should 
be devoted to improving the capital structure of Penn. 
sylvania Power & Light (biggest holding). 

Niagara Hudson Power’s merger-recapitalization plan 
has been disapproved by the Public Service Commission 
of New York. Holders of the $1.60 gnd preferred stock 
of Buffalo Niagara and Eastern have appealed to the SEC 
for a separate reorganization. The New York Commis. 
sion has declared that system depreciation reserves should 
be increased about $65 million. While the earnings and 
financial position of the system are generally sound, 
holding company preferred dividend payments have 
been discontinued. For these reasons the position of the 
common stock is difficult to appraise at present. 


‘Northern States Power "A" 


Northern States Power “A” has had a substantial ad 
vance in recent weeks due to expectations that the recap 
italization-merger plan will work out favorably. Under 
this plan holders would receive nearly two shares of the 
operating company, Northern States Power of Minne 
sota, which on a pro-forma basis has estimated earnin 
of around 75c¢ a share. Some modifications of the pla 
have recently been filed, but while details are not ye 
available they are not expected to alter the position 0 
the “A” stock substantially. 

Public Service of New Jersey controls Public Servic 
Electric & Gas and Public Service Coordinated Tranj 
port. The company in recent years has been rather har 
hit by Federal taxes, due to the substantial amount 0 
securities senior to the common, hence any postwar rq 
duction in taxes should prove favorable. 

Standard Gas & Electric common stock has receivel 
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no consideration in the company’s recapitalization pla 
now on file with the SEC. Any new purchase of thi 
stock would therefore seem to reflect highly optimisti 
hopes that the plan will be modified or upset in thi 
courts. 

North American Light & Power is a holding compat 
affliated with North American Company. It will eve 
tually be liquidated but the question as to the distribu 
tion of assets has a number of angles, and is involvel 
in SEC and court proceedings. There would seem to b 
small prospect that the common will participate. 

United Corporation, under its new president, Williat 
Hickey, has adopted a more aggressive policy. A pl 
has been presented to the SEC to tender a “bundle” 
securities and cash to holders of the preference stod 
with the object of retiring half the outstanding amoun 
Additional tenders might be (Continued on page 4j 
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BY J. C. CLIFFORD 


As the largest distributors of general merchandise 
reaching into virtually every community of the country, 
the mail order houses, of all the branches of the retail 
merchandising field, have probably the most promising 
postwar prospects. 

Despite shortages in many lines, retail trade has been 
greatly stimulated by sharply rising national income dur- 
ing the war period. With consumer savings mounting 
steadily and substantially, and personal debt cut sharply, 
indications definitely point to even higher sales levels 
after the war when national income almost certainly will 
remain well above pre-war. In order to support our 
rapidly mounting federal debt structure, it is a valid as- 
sumption that Government will find it necessary to adopt 
policies assuring maintenance of high consumer income. 
The combination of relatively high employment and 
union strength will support industrial wage rates while 
farm income should continue fairly well maintained, sus- 
tained by substantial demand for agricultural products 
and governmental price policies. 

The long-term social trend toward greater distribution 
of the national income among the working classes in it- 
self augurs well for retail trade which always enjoys a 
strong leverage in periods of high wages for labor and 
high prices for farm products. Labor normally imme- 
diately spends a large share of its earnings. Similarly, 
high farm income is beneficial inasmuch as it provides a 
margin above the mere necessities which becomes avail- 
able for other goods. 

Mail order houses stand to profit particularly from 
such a combination which should make the postwar era 
one of growth and prosperity. They specialize in goods 
which have been more severely restricted by war condi- 
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tions, and also obtain a larger share of their market from 
agricultural areas where income, already high, is likely 
to hold up relatively better than for the country as a 
whole. To investors, then, the equities of leading mail 
order firms have above average appeal. 

Mail order sales during war time held at extremely 
high levels, averaging some $400 million monthly, but 
since the latter part of last year, a recessionary trend has 
set in, reflecting increasing difficulties in obtaining sufh- 
cient soft goods lines to offset the sharp drop in available 
supplies of hard goods and other controlled merchandise. 
Lower volume, together with rising costs resulted in a 
moderate drop of net profits but the latter still compare 
quite favorably with the pre-war average. Current indi- 
cations are that sales will continue to decline this year 
despite existing strong demand for merchandise. The 
over-all outlook depends importantly on war develop- 
ments and resultant changes in our domestic economy. 
However, even though the war on both fronts should last 
well into 1944 or even 1945, the likelihood is that maxi- 
mum curtailment of production for civilian use will soon 
be, or already has been reached, with greater releases of 
materials for civilian production impending as soon as 
military developments permit. This may well come dur- 
ing the latter part of this year. 

In other words, it is probable that the sales decline 
now occurring in retail trade will flatten out and event- 
ually reverse itself as the year progresses. Reversal of the 
downtrend will mark the beginning of a sustained period 
of prosperity for the mail order industry. The backlog 
of demand for numerous consumer durable goods is 
enormous. It will be bolstered by large deferred demand 
for many soft goods, now produced for civilians only in 














limited quantities because of manpower and materials 
shortages. 

Because of the multiplicity of products handled by 
mail order houses, the impact of industrial conversion 
has naturally been far greater than for the average retail 
organiaztion, in view of the importance of hard goods 
lines to mail order sales. Conversely, the tremendous 
latent demand built up during the war places these com- 
panies in a preferred position to capitalize on this de- 
mand. One need only remind of the large sales of auto- 
mobile tires and tubes normally handled by the leading 
mail order firms;’ prior to the war, they accounted for al- 
most 25% of the country’s replacement volume. The 
same holds good for a multitude of automotive parts and 
accessories, and the wide range of consumer durables, 
from hand tools to radios, refrigerators, furniture and 
small machine tools. As merchandising problems recede, 
expansion possibilities should become very real and mail 
order firms should profit handsomely from their versatil- 
ity in merchandising the thousand and one items needed 
for personal use or to equip a home. Not only that, they 
stand ready to sell the home too, in pre-fabricated form. 

Sears Roebuck, the leading mail order house and 
largest retail distributor of merchandise, handles almost 
every conceivable type of wearing apparel as well as all 
kinds of articles used on farms and in homes. The retail 
store division, aided by the goodwill built up through the 
company’s original mail order business (incorporated in 
1895) has become of increasing importance in recent 
years and now accounts for almost two-thirds of total 
dollar sales, made through a chain of some 600 retail 
stores located throughout the country. The mail order 
division which handles approximately 100,000 different 
items, operates through 223 order offices and ten mail 
order plants strategically situated to effect prompt and 
economical distribution. 

The retail stores, some of which are true department 
stores in organization and management, by no means 
compete with the mail order division; rather, they 
strengthen and supplement the latter. Important factors 
in the maintenance of mail order sales, compared with 
the stores, are the infinite variety of merchandise handled 
by the former and the price differential between the two 
divisions. 

Because of price considerations and the fact that cer- 
tain merchandise has not been available on satisfactory 
terms, Sears has seen fit to enter manufacturing in a fair- 
ly substantial way. It owns nine factories and has a 
minority interest in many others. Among the products 
made are farm implements, paints and varnishes, radio 


cabinets and building materials. An interest is held in 
tire factories and a synthetic rubber venture. Altogether, 
about 10% of the mechandise sold originates in the com- 
pany’s own plants. Essentially a retail business, Sears 
however does not intend to expand manufacturing facili- 
ties except where merchandise required is not available 
at a price considered fair. 

The company’s growth has been most impressive. Five 
years after incorporation, sales had spiralled from $800,- 
ooo to over $11 million. By 1910 they were over $60 mil- 
lion annually. In 1942 they reached the all-time high of 
$915 million. 

In contrast to most retail organizations and in the 
best tradition of an expanding industry, Sears has no 
funded debt, no long term notes, no preferred stock. The 
capital shareholders are the sole owners of the business. 
Expansion has been financed entirely from earnings and 
the sale of stock. Since 1924, the company has earned 
$455 million, out of which it has paid nearly $280 million 
in dividends, a ratio of 61%. Some $128 million were 
added to working capital and $188 million invested in 
plants, factories and store expansion. In the past eight 
years, dividend disbursements have averaged about 73% 
of reported earnings. 

The market appraisal of Sears earnings and prospects 
has varied considerably since 1929, ranging from 34 times 
earnings in 1930 to five times in 1933. Even so, the stock 
has shown much greater than average stability, both ab- 
solute and in relation to its earnings. More recently, the 
range has narrowed appreciably, from a high of 14 times 
earnings in 1940 to a low of seven times in 1942. In mid- 
1943, the shares were selling around 17 times estimated 
1943 earnings; the current price-earnings ratio is 15. 

Notwithstanding its merchandise diversification, Sears’ 
volume is heavily weighted with hard goods lines, nor- 
mally accounting for about 60% of total sales. SConsid- 
ering this, the company has met the heavy impact of war- 
time restrictions with amazing success, increasingly sub- 
stituting soft goods for the rapidly dwindling supply of 
durables. 

1943 sales volume of $852 million compares favorably 
with $867 million in 1942 and the 1941 peak volume of 
$915 million; per share earnings were $5.80, $5.87 and 
$6.35 respectively. Thus Sears weathered the war years 
so far with only a minor recession in profits while con- 
tinuing to pay its stockholders the regular $3 dividend 
plus an extra $1.25. Exceptionally, the sales trend during 
the first two months of 1944 has been upwards with an 
increase of 3.9% reported in January and 5.4% in Feb- 
ruary; any possible later decline, earningswise, should be 
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MONTGOMERY WARD 
COMPARATIVE BALANCE SHEET ITEMS 
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PERTINENT STATISTICAL DATA 


($ millions unless otherwise indicated) 





ears Montgomery 
CAPITALIZATION: Roebuck Ward 
Class ‘A’ stock at market value. . 35.26 
Common stock at market value. . 507.90 229.55 
aed shares (5,217,147 shares 

robe at 44 
Total capitalization. 264.81 
INCOME ACCOUNT (as of 1/31 i 
Net sales...... 852.60 595.93 
MM ce pore 10.21 3.64 
Taxes. . of Gh aS ete S5z-45 17.25 
Net income. 33.86 20.67 
Dividend requirements for “A” 

Ct a ee oe eee ——- 1.41 
Balance for common. ; . 33.86 19.26 
Earned on common, per ‘share. . $5.80 $3.69 
Earned on common, % of market 

price - 6.6% 8.4% 
Earned on total capitalization mA 6.6% 1.8% 
Pre-tax margin. Sy os, 10.1 ep 5.4% 
Net profit margin. ie 4% 3.4% 
1936-43 average per share earn- 

ings . + $5.79 $3.87 
dto., % of current market price. E 6.6% 8.8% 
Dividend rate on common. $4.25 $2.00 
Dividend yield on common... 4.8% 4.5% 

ATIOS: 
Net sales to total market value of 

common. aes 167% 225% 
Inventory to current assets. 59% 51% 
Inventory to net sales. . 19% 21% 
Depreciation, % of fixed assets 

(net)... oA 10.3% 8% 
Current asset value, per share. . $48.40 $46.70 
Book value, per share. . $54.27 $43.89 
Net current asset value, per ‘share. $37.15 $40.60 
Cash asset value, per share...... $16.17 $14.80 
Price-Earnings ratio............ 15/1 12/1 





largely cushioned by decreasing tax liability and 1944 re- 
sults as a whole should not vary greatly from last year’s. 
For further data pertaining to last year’s operations, the 
reader is referred to the accompanying statistical exhibit 
dealing with all aspects of the company’s operations and 
status. 

Another table, giving comparative balance sheet 
items, highlights the company’s excellent financial posi- 
tion. Its accounting and financial practices have always 
been conservative and working capital was steadily aug- 
mented from surplus earnings. Capital expenditures in 
the past six years totaled about $74 million. The marked 
rise in cash items in more recent years resulted largely 
from liquidation of receivables and re- 
duction of inventories. 

Sears entered 1944 with working capi- 
tal of $216 million, largest in its entire 
history. Thereof, some $94 million or 
about 43% consist of cash and market- 
able securities. Inventories of $166 mil- 
lion, a decrease of 12.8% from the pre- 
ceding year’s, represent 59% of current 
assets of $281 million, about an average 
ratio for this type of business. The de- 
creasing supply of merchandise normally 
sold on credit terms, and instalment 
credit restrictions together with greater 
cash buying due to higher consumer in- 
come resulted in a further contraction 
of receivables to $20 million from $23 
million the year before. Indicative of ex- 
traordinary liquidity is the fact that cash 
and equivalent exceed current liabilities 
of $64 million by a very substantial 
margin. 

Fixed assets of 54,02% depreciated. 
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It has been the company’s custom to depreciate fixed 
assets at rates in excess of those allowed for federal 
income tax purposes. Of the excess depreciation thus 
charged over many years, there remain some $31 mil- 
lion to be allowed as expense in determining federal 
income taxes in later years. Excess depreciation in 1943 
alone amounted to $1.5 million, resulting in an under- 
statement of earnings to that extent. The company 
has a postwar reserve of $28.5 million, believed ade- 
quate protection against possible inventory losses. 

The general trends which characterized the war-time 
operations of Sears also apply to its principal competitor, 
Montgomery Ward, the nation’s second largest mail or- 
der enterprise and merchandising organization. Retailing 
through the mail and a chain of about 650 stores, located 
in every state except Delaware, Montgomery Ward sells 
nearly every important line of manufacture from wear- 
ing apparel to house furnishings and furniture, hardware, 
electrical equipment, plumbing supplies, automotive ac- 
cessories, farm equipment, building materials, paints and 
many others. Normally about 130,000 items are cata- 
logued. Supplementary activities include the operation 
of four factories as a partial source of supply for paints, 

varnishes, fencing and farm equipment. 

The store division, growing in recent years, accounts 
for over half of total dollar sales. Most of the stores are 
of the junior department store type, located principally 
in smaller centers and serving mainly rural customers 
but recent expansion has been directed toward bigger 
stores in urban centers. Most stores are on leased pro- 
erty and policy is to keep lease obligations on a relativels 
short-term and flexible basis. The mail order business is 
carried on through over 200 mail order offices, generally 
in smaller towns, and orders are filled from nine strategi- 
cally located mail order houses. 

Originating from predecessor firms dating back to 
1872, Montgomery Ward as presently constituted was 
organized in 1919 and enjoyed comparable growth 
though not quite matching that of Sears. Under the 
Sewell Avery management, especially gratifying progress 
has been made with the company steadily creeping up on 
its competitor. Montgomery Ward, too, is a huge enter- 
prise with sales volume spurting from $187 million in 
1933 to the all-time high of $635 million in 1942 and sub- 
sequently receding to $596 million last year under the 
impact of merchandising shortages and an extremely 
cautious inventory replacement (Please turn to page 44) 





Typical example of large size Montgomery, Ward store. In addition there are 
numerous smaller stores, giving blanket coverage of the country. 
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Tabulated herewith are 40 companies with holdings of cash and 


v 


marketable securities exceeding their total current liabilities, 


together with brief appraisals of 10 of the strongest of them 


10 Very Sound Stocks 


By 


Tue Federal Reserve Bank of New York in its April 
“Monthly Review” estimated that two-thirds to three- 
fourths of the wartime expansion in bank deposits is for 
the account of corporations and only one-third to one- 
fourth belongs to individuals. There are millions of 
well-to-do individuals and only a few thousand large 
corporations, hence it is evident that the latter have had 
greater additions to their cash holdings. It was the same 
in the First World War, and the richness of corporations 
tided them over the deflation of 1920-22 and provided 
the funds for the enormous expansion in business in 
1923 to 1929. 

We have examined the balance sheet figures of over 
four hundred corporations and find that very many of 
them are rich in cash, and in cash assets such as Gov- 
ernment securities and marketable securities of other 
corporations. In this examination, it was noted that case 
after case of cash assets in excess of total current liabili- 
ties existed as of the end of 1943, and so a tabulation 
was made of such and about 150 companies were found 
which had that position. Some very strong net asset posi- 
tions were also disclosed where very large receivables, or 
large inventories, gave the company a decided surplus of 
current assets over current liabilities, but where cash 
items were not so large. This study, however, is entirely 
of the corporations which had more in cash items than 
was currently owing. In a dozen or more instances, the 
cash items were double the entire current liabilities, and 
in a few cash was triple them, with one company about 
four times as rich in cash as it had debts. 

This large holding of cash, actually on hand or im- 
mediately available from Government bonds or market- 
able securities, will furnish the possessors of it with 
insurance against what may be a temporarily difficult 
time during the postwar reconstruction period, and will 
provide the sinews for the energetic expansion in many 
industries which is looked for within a reasonable time 
after the war ends. It may well be that it will be the 
background for another era of great activity such as 
occurred in the 1920s. 

In the accompanying table, some of the largest com- 
panies and some of the medium-size ones are reported 
as to their total cash assets, total current liabilities and 
net current assets, also the net current assets per common 
share. A very large number of those omitted may be 
just as strong in their financial position, but space limits 
the reporting of all of them. There are also a fair num- 
ber of companies which probably are among the strongest 
in cash resources, which have not as yet made their 
reports for 1943, of which mention might be made of 
Standard Oil Co. of New Jersey. 

In considering the list of companies in the table of 
figures, we give further facts on ten which may have the 
most interesting future markets for their stocks. 


PHILLIP DOBBS 


Delaware & Hudson Co. probably has had the most 
remarkable change in its status in the past year. Early 
in 1943, questions were being asked if the maturity of 
$47,800,000 of its first & refunding 4% bonds, due April 
1, 1943, would be met, or if receivership might be im- 
pending. The bonds were in the middle 50s, the capital 
stock not far from 10. A plan to extend the bonds for 
15 years, paying 10% of their face value, did not seem 
likely to be accepted by the bondholders. It did get 
enough acceptances, however, to make the extension plan 
a success. Today, Delaware & Hudson is one of the 
strongest features in the rail list, and has been well above 
go recently. Over $18,000,000 of the bonds have been 
retired. The company earned $19.08 a share on its stock 
in 1943, against $12.87 a share in 1942. It has $26.38 a 
share in net current assets. Dividends on the stock are 
considered only a matter of time. 

Holland Furnace Co. had cash assets at the end of 1943 
not quite three times the total current liabilities. Five 
years ago, the cash items were only one quarter of what 
they are today. Current asseis then exceeded current 
liabilities by $10,000,000 margin. At the end of 1938, 
Holland Furnace had only $2,550,476 cash assets, and 
at the end of 1943, the cash was over $5,000,000 and 
Government securities above that amount, with total 
cash items $10,786,912. In the five years, large receivables 
and inventories had been shifted to cash. This company 
is not only the leading maker of furnaces—coal, electric 
and oil—but it is one of the most important interests 
in the air conditioning field, where a great growth in 
activity is expected after the war. It is indicated that 
the building of millions of new homes and many com- 
mercial and government edifices will result in years of 
high volume demand for its heating units also. 

United Fruit had about 214 times as much cash assets 
as total current liabilities at the end of 1943. This com- 
pany has been adversely affected by the war, especially 
in the first year of it, and will be better off in many ways 
when peace is restored. There were shipping difficulties 
because of the submarine menace, and while some of the 
restrictions due to the U-boats have been removed, the 
carrying of tropical fruits and other products from Cen- 
tral America is still on a smaller scale than in peace times. 
When the full use of all of its ships is possible after the 
war, it is expected that United Fruit will be again show- 
ing earnings near to the prewar levels of over $5 a share 
annually. 

General American Transportation Corp. has a bal- 
ance sheet which “looks like a bank statement.” Its cash 
assets are not so much above its total current liabilities, 
but with its receivables and inventories added, the total 
current assets of $29,264,454 are over 31% times the cur- 
rent liabilities. At the end of 1938, the corporation had 
$3,802,681 net current assets. At the end of 1943, the net 
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current assets were $21,249,558. This company has had 
exceptional earnings for a long period of years and even 
in 1932, 1933 and 1938, when so may companies in all 
lines of businesses had deficits, it had good earnings. 
In the past fifteen years, it has averaged over $3 a share 
annually. 

Texas Co. is rich in cash items, with $94,710,336 at 
the end of 1943, which compares with $29,553,115 cash 
items at the end of 1938. Its net current assets at the 
end of 1943 were nearly $63,000,000 larger than at the 
end of 1938. The company is one of the largest oil com- 
panies in the industry, with activities in every branch 
of the business. It has oil producing properties in nearly 
all parts of the United States where oil is found, and 
also abroad. The company has been in the limelight 
recently because of its large oil concessions in Arabia, 
which are 50% owned by it and 50% by Standard Oil 
Co. of California. Texas Co. also has important oil prop- 
erties in South America and in Canada. Before the war, 
it had interests also in the Dutch East Indies. Texas 
Co. owns very large refineries, a vast number of retail 
stations, pipe lines and a large fleet of tank steamers, 
which are mostly under Government control now. After 
the war ends, there are prospects for a very large expan- 
sion in its business. —The company has averaged better 
than $4 a share annual earnings in recent years. Its 
stock is one of the few of the investment-class oil shares 
which are currently selling to give a yield of 4% or better. 

The average public trader and investor does not go 
into a stock selling in the 140s and 150s, but du Pont 
common is somewhat of an exception to this and numer- 
ous portfolios of small size have a few shares of this 
stock in their lists. Dh Pont’s cash items of $170,127,496 
at the end of 1943 does not include the 10,000,000 shares 
of General Motors common stock which the company 
owns. This is carried as a permanent investment, and not 


as a current asset under marketable securities. If it was, 
it would increase that part of its balance sheet by about 
$550,000,000. Total current liabilities are $170,127,496. 

American Sugar Refining Co. has enjoyed a very 
strong financial position for many years, but it seems 
to have been neglected as an important market stock. 
Quite recently, however, it has been prominent in the 
trading and sold at the highest level since 1937. At the 
end of 1943, the cash alone equalled $26 a share on the 
common stock and the cash assets were equal to $53 per 
share. The net current assets were $98.48 per share and 
the book value of the stock was nearly $150 per share. 
Earnings in the past have been irregular. Back in the 
1920s, they ran high, often being $6 to $8.50 a share on 
the common. Through the early 1930s, they held well, 
averaging over $3.50 a share until 1935, when they 
dropped to 94 cents. The 1936-7 net averaged nearly 
$2.50, but a deficit of $6.09 a share was reported for 1938, 
with 84 cents a share deficit in 1939 and only 65 cents 
profit in 1940. The past three years showed an average 
profit near $3 a share. The future of the sugar refining 
and distributing business looks promising, particularly 
as liberal supplies of raw sugar seem assured. This com- 
pany owns sugar production of its own in Cuba and has 
interests in the sugar beet belt of the Western part of 
the United States. 


Consistent Large Earnings 


Eastman Kodak Co. is one of the “blue chips.” Con- 
sistently large earnings have been shown for many years 
and there is every indication of a very prosperous future 
for the company. It is not only the largest maker of 
cameras and films in the world, but it has been branch- 
ing out into other industries for many years. It is 
destined to be one of the important factors in plas- 

tics. It is one of the larger makers of rayon yarn 





COMPANIES WITH LARGER CASH ASSETS THAN THE 
TOTAL CURRENT LIABILITIES 
















Current Net Current 
Cash Assets* Liabilities Assets# 

American Airlines.............++- $18,474,826 $11,418,980 $16,540,138 
Amer. Radiator & Stan. San........ 39,286,828 17,859,900 53,803,407 
Amer. Smelting & Refining........ 38,960,034 32,297,278 76,134,007 
Amer. Sugar Refining............. 23,791,299 11,658,131 44,336,327 
Bigelow-Sanford Carpet.........-- 3,709,119 2,229,206 17,261,010 
Burroughs Adding Machine....... 23,399,146 8,365,044 26,776,408 
BE, SN ER Obenctevcecesccscsces 21,662,517 16,963,701 32,876,150 
Celanese Corp. of Amer........... 25,748,427 247,77 38,539,049 
PPP nirecvecsecveseress 102,514,055 73,839,528 90,106,488 
Climax Molybdenum............. 16,673,895 8,477,574 16,098,819 
Colgate-Palmolive-Peet........... 22,291,228 15,483,860 48,387,090 
Commercial Solvents.............. 15,448,602 6,008,973 15,773,590 
Consolidated Edison.............. 22,369,194 12,550,628 58,773,423 
DOMME CON co v0.60 scticccccaee 27,164,254 10,978,525 71,261,289 
Corn Products Refining............ 51,695,509 22,285,735 43,996,045 
Delaware & Hudson Co........... 12,391,475 10,372,627 13,409,539 
E. Il. du Pont de Nemours......... 170,127,496 107,618,036 202,754,499 
BOOMER KOGR. occ cccccccsevcces 5,878,209 92,749,973 102,429,201 
Electric Storage Battery........... 13,003,409 9,091,535 25,907,675 
RINBNIONE DEIDRMT a 66.5.6 6.6.0 65:0.65,¢'6. 6° 8,822,642 3,972,716 14,749,175 
General American Transportation... 11,320,755 8,014,8 21,249,558 
General Electric. ..........ceee0e 243,042,078 195,118,034 196,028,420 
SAS ee 19,596,069 7,547,666 18,273,896 
Holland Furnace...............5. 10,786,912 3,931,136 10,445,792 
OMEN MEGOMs 666s0s00s0000s06 6,912,978 3,213,282 7,587,911 
ST areca tenes aes 5,110,765 3,509,748 890,065 
Montgomery Ward............-++ 77,203,467 31,777,288 212,058,590 
DEEN 5556's a. c0-0'6 <i9.e- 80 30,557,024 23,411,713 39,931,581 
National Dairy Products........... 29,767,320 28,297,999 77,010,013 
Owens Illinois Glass............. 31,123,805 28,069,630 27,532,207 
Pittsburgh Plate Glass............. 37,051,975 19,227,386 52,602,413 
BNE Saas acsxies ccxence 9,124,351 5,863,94 20,745,510 
PURE ops 6 ica aio! oieisi b:0- 0:10:60: 94,710,33 76,282,450 176,654,852 
Texas Gulf Sulphur 21,590,314 7,929,301 31,646,756 
Underwood-Elliot-Fisher. 10,027,5 :115,995 21,971,936 
Union Tank Car......... 8,537,020 2,339,593 11,703,968 
Union Carbide & Carbon. 118,787,743 115,502,606 132,624,440 
United Fruit........ eee a 364 14,571,738 44,970,054 
United States Steel.. 375,429,179 347,947,532 519,342,100 
F. W. Woolworth Co... sccsee 95,740,040 39,412,595 77,358,172 


*The sum of cash, government bonds and marketable securities. 
Total current assets (cash items, receivables, inventories, etc.) less total liabilities. 
tNet current assets per common share, without allowance for prior securities. 


and has developed an important output of rayon 


fabrics. It has a large production of various 
Neti chemicals. During the past ten years, Eastman 
oo has averaged nearly $8 a share annual earnings. 
Per S In 1943, the net current assets had increased to 
= $102,429,201, which compares with $65,483,161 
pag at the end of 1938, a gain of nearly $37,000,000 
55.39 in five years. This ran largely to the cash posi- 
42.15 tion, which was $95,878,209 at the end of 1943 
ate and $20,589,523 at the end of 1938. 
efae Celanese Corporation of America is another 
5.60 leading corporation which has been branching 
ease into new lines of activity in the past few years. 
He It has developed a very large production of plas- 
18.23 tics under the trade-name “Lumarith.” The uses 
28.54 to which the plastics can be put are almost with- 
Se out number, as these Celanese products can be 
284 made in crystal clear form, or in any color to the 
22.18 deepest black. The transparent box for milady’s 
9-38 _ corsage of violets or orchids is one use, with huge 
40.64 turret coverings and the front of airplanes 
12.31 another in which Lumarith has been used. Quite 
bp recently, the company also developed the pro- 
pe duction of an assortment of chemicals and plans 
8.24 to make this department one of its leading activi- 
Epps ties after the war. These two branches of its 
bP gn business will be in addition to the making of 
59.67 Celanese rayons and yarns, with this company 


one of the leaders in the industry in point of 
production in the past and having prospects for 
continuing so. Cel- (Continued on page 52) 
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Investment Audit of 


LIMA 
LOCOMOTIVE 


BY STANLEY 


Tue locomotive builders have had feast or famine 
through the past several decades, with periods of good 
earnings, then longer ones of poor income. The ‘ feast 
has been on for three years and it promises to continue 
not only for the duration of the war, but for some time 
after it. Of the three companies in this business, Lima 
Locomotive Works, Inc., is the third in size, but it has 
the strongest relative financial position and the stock has 
the most volatile market action of the three common 
shares in this group. 

Business in the engine building field has not been the 
main reason for the very large earnings reported by Lima 
in the past three years, with a great demand for special 
war products as the main cause for its jump in earnings, 
and for far larger gross business than the company ever 
had before. The jump in activity has been more in the 
building of special equipment for the Government and 
most particularly tanks and tank parts. Some of this 
business has been discontinued, but there are other war 
orders which will keep the company busy until the hos- 
tilities in Europe have been ended. 

Post-war demand for locomtives by the railroads of 
the country is expected to be large. The engines in use 
during the war have been subjected to great strain and 
a large number have been damaged, while there are many 
others which were nearing obsolescene when the war 
started and which will have to be replaced as soon as war 
needs have lifted and the materials can be made availa- 
ble. Furthermore, the railroads are richer in cash than 
they ever were before, and will be ready to spend more 
for new locomotives than if they were pressed for cash, 
which was the case through many years in the 1930 to 
1939 period. A proof of the railroads’ willingness to 
buy more locomotives can be found in the 1937 reports 
of the locomotive makers, for in that year, which was 
the most prosperous one for railroads in the 1930s, they 
placed large orders and the engine companies had good 
profits after five preceding lean vears. 

In the longer future, also, railroads will have to meet 
more and more with bus, motor truck and airplane com- 
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petition. In order to do this successfully, they will have] +" 
to get more powerful and faster locomotives, and _thisf! Lima 
may also be expected to give the makers a more sustained! 1941) ° 
activity than they have had in the past. - 

Lima Locomotive has a great advantage over the otherf#! tota 
two companies in this field in the fact that it has noP*rVves 
bonds, no debt and no preferred stock. The other two] Consid 
have some large sums to pay out from net earnings before FO*0U 
they get down to the earnings available for their com-[t!: 11 
mon stock. Lima, also, cannot have any problems offAits ta 
solvency (or the lack of it) unless there were a great many ?!? anc 
years in a row of heavy deficits, for it has a very strong — 
financial position, and owes nothing but current obliga-fCUC'e 
tions. M43, the 

It is usual to start the examination of a company’sf””4 Le 
statistical position with a study of earnings, but in the flual a 
case of Lima Locomotive, the balance sheet figures are] Divide 
the most interesting. The December 31, 1943, report]'* the 
showed that the cash on hand was equal to $15.33 a share. sre, 
This did not include 17 cents a share for marketable3)’ but 
securities nor the cash segregated in the item on cost- 
plus Government contracts. The latter item made an--——— 
other $14.05 a share. The bills and accounts receivable 
made another $17.18 a share on the stock, while inven- 
tories (at cost or less) came to another $49.24 on the 
stock. Total current assets of $20,288,901 equalled $96.15 
per share. After deducting the $12,460,638 current lia- 
bilities, net current assets equalled $37.09 per share. id 

Another $5.81 on the asset side is found in the post- 
war refund item. The fixed properties (carried at less 
than half their cost after reserves for depreciation and 
amortization equalled $21.94 a share on the stock. The 
actual total net worth of the capital stock at the end of 
1943 was $67.49 per share. 

Lima Locomotive has only 211,057 shares of capital 
stock, of no par value, outstanding, with 300,000 shares} « 
authorized. This is a considerable increase over the stock 
that was outstanding in the early 1920s, as there was a 29 * 
former issue of preferred which was converted into com- ; 
mon stock in 1922 and 1923, then the common was oe 
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pon a two-for-one basis. The company was incorporated 
Virginia in 1916 as successor to a business that was 
iginally started in 1872. The Ohio Power Shovel Com- 
iny was acquired in 1928. 

Outside of the special products for the Government, 
normal business of Lima is in five branches. The 
yst important is in making locomotives under the classi- 
ation of steam, shay geared, electric and internal com- 
stion, used not only by railroads, but for industrial 
ices. The power shovel business includes cranes, drag- 
nes and pull shovels, operated by diesel, gasoline, oil 
d electric motive power. Lima makes grey-iron, semi- 
eel, iron alloy, brass and bronze castings. Another part 
its Operations is in iron, and carbon and alloy steel 
avy forgings. Among other products are steam boilers, 
dded tanks, plate fabrication, machining of heavy 
gings and castings. 

The ups and downs of the locomotive business were 
pt so marked in the 1920s as in the 1930s. Thus in 1924, 
ina Locomotive earned $11.24 a share (on 203,000 
bares). In 1924, net was $7.11 a share. Small deficits 
ere Shown in 1925 and 1927 and 1928, but in between, 
e 1926 net earnings were $8.09 a share. In 1929, earn- 
gs were $2.37 a share, and the placing of large orders 
t locomotives that year brought Lima net earnings of 
18 a share in 1930. Then started the long period of 
bicits, with one in each year from 1931 through 1936. 
N 1937, net was $4.83 a share, with deficits in 1938 and 
h3g and only 41 cents a share earnings in 1940. 

The next three years produced a total of $21.23 a share 
hr Lima, and this was after writing off 52 cents a share 
11941, $4.74 a share in 1942 and $3.27 in 1943 for post: 
ar contingencies, a total of $8.53 a share, with the ac- 
wal total net earnings for the three years before such 
Nerves at $29.76 a share. 

Consideration must be given to the fact that taxes were 
hormous in the 1943 and 1942 years and sizeable in 
41. Ihe 1936-9 earnings, used as a tax base for excess 
fofits taxes, accounted for the very large deductions in 
y42 and 1943, with total Federal taxes amounting to 
b,400,000 in 1942 (with $277,692 added to this and 
kducted from 1943 income through renegotiation.) In 
043, the tax bill came to $13,150,000. Thus in two years, 
ima Locomotive paid $19,827,092 in Federal taxes, 
fiual to nearly $94 a share on its capital stock. 
Dividends have been irregular on Lima Locomotive 
ver the past two decades. After several years without a 
kyment, dividends of $2.00 a share were disbursed in 
31, but that had followed two years in which the total 
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Balance Sheet, December 31, 1943. 






ASSETS. LIABILITIES. 
Current assets Current liabilities 

MEd cavacadddeaceeuse xe $3,171,737 Accounts payaole.......-.. $2,720,418 
Marketable Securities....... ee ee SEPT ,214,155 
Cost-plus Govt. contracts.... 3,064,829 Advances on Govt. contracts. 2,000,000 
Bills & accts. receivable...... 3,625,448 Other advances............ 262,927 
Inventories (cost or less)..... 10,390,132 Reserves for Fed. taxes...... 6,263,138 
CT. Sen $20,288,901 Current liabilities........... $12,406,638 
Post-war refund..........-. 1,226,823 Reserve for insurance....... 69,680 
Insurance funds...........+> 269,680 Post-war reserves........ + 1,800,000 
Fixed assets Capital stock (211,057 sh 6,331,710 
Land.. «+. $321,148 Capital surplus.......-.- - 3,216,953 
Buildings. .... 2,710,038 Earned surplus........-+-++ 2,790,271 
Machry....... 6,318,784 ee 
Tete ccccccc $9,349,970 
Reserves...... 4,710,416 4,639,554 
Drawings, @fc.....scccccccce 161,811 
REAR 1 
Deferred charges..........- 280,482 

Total assets..........+. $26,869,252 Total liabilities......... $26,869,252 


At the end of 1943, the book value of the stock was $67.49 per share. The net current 
assets were equal to $37.09 per share. 





earnings had been $9.55 a share. No disbursements were 
made in 1932 to 1936, then $2.50 a share was paid in 
1937, followed by omissions in 1938 to 1940. In 1941, 
dividends were $1.00 plus 4% in stock. The 1942 and 
1943 dividends were $2.00 each. 

The outlook for earnings in 1944 is favorable. At the 
end of 1943, in addition to orders for tank parts and 
other special supplies, the company had orders for 390 
locomotives. ‘This is more than were built in 1943, with 
359 locomotives that year and 176 were made in 1942. 
The total of all unfilled orders on the books as of Decem- 
ber 31, 1943 amounted to $51,512,400. 

Lima Locomotive capital stock has had some wide 
changes in market price through the years. Before the 
split-up, it made a high of 11774 in 1922, while the low 
of the new stock in the next seven years was 31 in 1929. 
The depression low on the stock was 8/4 in 1932. After 
making a low of 10 in 1933, it has never sold under 1314 
since then (the 1940 low). In several years, the low was 
doubled and in some years was tripled at the high, but 
the periods of market break saw even larger percentages 
in the decline. Thus after working from 257% low in 
1936 to a high that year of 6314, Lima went to 8314 high 
in 1937, but in the semi-panic of late in 1937 went to a 
low of 1814. The 407% high of 1939 was followed by the 
1314 low of 1940. In the past three years, the highs and 
lows were: 1941, 30-2034; 1942, 3236-2214; 1943, 44-24. 
In the first quarter of this year, the stock has been rela- 
tively quiet, with the range 4314-3814. 

Lima Locomotive has found its crane and shovel busi- 
ness, also the castings and forgings part of its business, of 
especial benefit in connection with work on war business. 
These branches may also figure in the era of building 
which is expected to start as soon as the war ends. In the 
construction of larger buildings, in excavating and in 
road making, the Lima production in this division of its 
operations may be profitable. Several years of good busi- 
ness are anticipated in making railroad locomotives. 
There have been three successive years of good profits 
and with several more expected, it may be that Lima will 
have the longest run of good earnings in its history. With 
so small an issue of stock outstanding and with the float- 
ing supply of it probably quite small, it may have periods 
of sharp advance when the next bull market develops. 
But those who are interested in this possibility for the 
long pull must also give consideration to the violent de- 
clines which have occurred in the stock in past years 
when earnings turned down. 
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Market of Stocks 


With respect to trend of the Dow 
industrial average, the significant 
short-run resistance levels are clear- 
cut and—as we write—nearby. They 
are 137 on the down side, 141 on the 
up side. The general consensus of in- 
vestment and speculative opinion is 
more uncertain and cautious than 
either positively bearish or positively 
bullish. It will take market action 
itself to change this. Meanwhile, as 
usual in such a situation, it is a mar- 
ket of stocks. A minority are making 
new lows for the year, a minority 
are making new highs. The latter 
exceed the former, as is natural since 
the broad market average is nearer 
the high than the low. Stocks making 
new highs, as well as those making 
new lows, are notably diverse. In 
other words, it is mainly selectivity 
among individual issues, with indi- 
cated group preferences less strongly 
defined than in some time. In this 
respect, it is a sensible market. What 
you buy or sell, after all, is an indi- 
vidual stock, not a group nor an 
average. 


Spiegel 


Some time ago this column com- 
mented favorably on Spiegel as a 
low-price speculation for long-pull 
holding. Under good pre-war retail 
trade conditions, this company had 
substantial earning power but was 
ill-equipped to cope with war condi- 
tions. Its business was mail order 
sales—a large proportion on install- 
ment credit—of furniture and other 
household furnishings, hardware, 
sports goods, tires, plumbing equip- 
ment, apparel, etc. Under spur of 
war-time slump in earnings, due 
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mainly to restrictions on installment 
credit and inability to get adequate 
inventories of “hard” goods, the 
management began a program of 
operational and supervisory person- 
nel changes to strengthen its basic 
position and build progressively for 
the future. Several executives from 
other leading merchandising firms 
were brought into the picture. These 
build-up changes are still continu- 
ing. The latest move was the pur- 
chase of the Sally Chain Stores, a 
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women's wear retailer operating 
stores in 14 states. Another rece 
step was the acquisition of a Gim 
Bros. vice-president. As we noted }J 
fore, the company earned as much 
$2.51 a share in best pre-war ye 
and the stock, now around 714, so 
as high as 2834 in 1937. Last yeq 
when almost all low-price stocks we 
in strong bullish favor, Spiegel maj 
a high of 814. As lowest price thf 
year has been 6, and present price 
within a fraction of bull mark 
high, we are not discouraged by i 
market performance. Some peop 
would call this stock a radical spe 
ulation. This column disagrees. 

is indubitably a speculation—but 4 
intelligent speculation on reasonab] 
indicated possibilities. It will, 4 
course, take time for the company 
progress plans to bear maximul 
fruit. It is a requirement of intell 
gent long-term speculation in a si 
uation of this kind to allow for th 
time factor without unintelligent id 
patience. 


United States Steel 


Among the former market “lead 
ers,” the price performance of Bi 
Steel throughout the recovery perio 
since April, 1942, has been conspici 
ously poor. Because it was so faf 
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“behind the market” many a proles- 





sional analyst has from time to time 
bowed to temptation and recom- 
mended it, but the pickings have 
been very inferior and it has been 
hard to make even short-term trad- 
ing profits of any worthwhile per- 
centage in this stock. Marketwise, it 
seems to have fewer friends than 
ever. Too many traders and analysts 
have been stuck. We don’t hear 
much more of the “behind the mar- 
ket” stuff. Big Steel is a great com- 
pany and we doubt that post-war 
prospects are as bleak as dubious 
market action would seem to imply— 
still, the stock has never been among 
this column’s favorites. We prefer 
stocks in which we can see a basis for 
reasoned confidence; and we figure 
that persistently poor market action 
by a notably prominent stock can 
not be an “accident” or mere over- 
sight. If pending labor demands re- 
sult in higher wages, the company 
will have to be allowed to raise 
prices. Otherwise the present $4 a 
year dividend rate certainly would 
not be maintained, although our no- 
tion is that there is a better than 50- 
50 chance that the regular $1 quar- 
terly rate will be voted again on 
April 25. 


Sinclair Oil 


Here is a low-price oil stock of at 
least medium good speculative qual- 
ity that is indicating rather persis- 
tent demand, though without any- 
thing like fireworks. At this writing 
it is within a hair of year’s high of 
121%, against year’s low of 1054 and 
a 1943 range of 134 high, 7 low. 
Earnings for 1943, not out at this 
writing, are estimated to have been 
in excess of $1.60 a share, against 
$1.43 in 1942 and $1.25 in 1941. Cur- 
rent price is around 7 times estl- 
mated earnings, a rather low ratio 
for an oil equity. Of course, the 
company is not as strategically in- 
tegrated as certain other oils but 
nevertheless crude reserves, accord- 
ing to published estimates, are placed 
around 45 to 50 barrels per share. 
There is a funded debt of approxi- 
mately $102 millions ahead of the 
12,597,000 shares of common. Small 
capitalizations, in the nature of the 
business, are not to be found among 
large oil companies. Dividend was 
recently increased from 1214 cents 
quarterly to 15 cents. 


Retail Prices 


The OPA says the cost of living 
has been stabilized. The general in- 
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STOCKS SHOWING ABOVE-AVERAGE MARKET STRENGTH 










1943 1943 1944 Recent 
High Close Range Price 
Reliable Stores........... 13% 12 1444- 1154 14% 
CeO. . 29% 2144 2734- 21% 27% 
Borden.... 30 29 30%4- 2834 30% 
American Sugar... 33 3134 36 - 29 35 
Doehler Die Casting............... 34 3334 41 - 334 3914 
Te SMO OM ccccccccccsdcccsceae 184 15 2034- 143% 2054 
MRigeccededeesescvacccesendenseess 7 33 36}2- 3244 36% 
United Mer. & Mit.......0.ceccseccccccccecs 2934 2834 3814- 28 ig 38 
wen. Cont. - Fox Film.......ccscccccccccece 2454 215% 2415- 21% 24% 
Aim. Safety Raz0f....c.ccccccccccccccccccces 154 13% 1615- 13% 164 
Rat UMN IUNOMIOUES 6 o.0.66isi0s cacvececcecs ace 233% 19 9215-19 92 
I IMME 6 oc cccesics a ccnatcedscecccles 394 35 4034- 3534 40 
MEN ar oivialsi¢ nego ca/dae tienen cecee's 64 5% 1%. 5 1% 
p J. Newberry. ... 0... ec ccceccccesccceecees 5734 37 61 - 56 60} 
J EE errr nee ererceeerees 15% 14 1414- 1254 13% 
American Cam. ..ccccccccccccccccccccccccces 9134 834 87'4- 82 86 
Schenley........cccceseescecceesececeeeees 44% 414 54/4- 3834 52% 
American Telephone...............+++eeeee- 15844 1564 1595-156 15754 
TUM 65 << scexevarcsecseeseee 413% 42 4854- 42 484 
NeRREGOMOMGY. fc occccscsscccacseccestaes 33% 31 3414- 3114 34 
DMEM elas ie cio'al nce sicit. sie sie chin vn coleie sioicore 35 3334 3544- 3344 34 
1 AERA Re erorrrrr or 274 25% 2714- 2314 25 
Cleveland Graphite Br...........-.-.2eeeeeees 4214 41 4114- 3914 41 
ME PEE ie oc. oc sc 0.cdivieccadasceececee 41% 4416 47 - 43% 4614 
TS 6 AE I Cee ae 2114 1814 2044- 173 18% 
dex of wholesale prices seems to bear than an office waste paper basket but 


out this contention. On the other 
hand, retail prices continue to edge 
higher. The latest issued index, al- 
ways somewhat old for the monthly 
figure, Was 135.3 against 130 a year 
before. —The Department of Com- 
merce reports February sales of all 
retail stores at about $4.8 billions or 
a gain of 8 per cent over year ago. 
Nearly all of the 8 per cent was price 
rise, it adds. It may be noted that 
upward adjustment of OPA price 
ceilings persistently exceed down- 
ward adjustments. In short, the Gov- 
ernment is “controlling” the price 
rise, not preventing it. Retail profit 
margins continue abnormally good, 
with emphasis on higher-price items; 
and getting enough goods to sell re- 
mains the biggest problem. Even so, 
the days of merchant demand for al- 
most any kind of goods are gone. 
With peace in mind, and without 
attempting to guess when, merchants 
are working off substitute and in- 
ferior quality stuff and not replacing 
it. 


Stewart-Warner 


New products with post-war po- 
tentialities are so numerous these 
days that it takes something pretty 
revolutionary to make news. One 
such gadget is a 21-pound, gasoline- 
burning heating furnace developed 
by Stewart-Warner. It is now widely 
used in heating airplanes, where 
bulk, weight and efficiency are para- 
mount considerations. An offieial of 
the company states that its experi- 
ence in developing these small heat- 
ers has put it “within striking dis- 
tance” of revolutionary heating units 
for homes. The furnace is no bigger 


has enough heat generating capacity 
for a full size house. Even smaller 
units could be made for individual 
rooms, with individual thermostat 
control. Although regarded as pri- 
marily an auto parts concern, 
Stewart-Warner—like almost all in 
this field—is striving for ever more 
profitable diversification. 


Acme Steel 


Just issued report of Acme Steel 
shows $6.08 per share netted for 
1943, against $5.43 in 1942. Thus, 
Acme continues to maintain its rec- 
ord of being just about the most con- 
sistent profit-maker in the industry. 
Earnings of most steel companies are 
lower than in 1942, some consider- 
ably so. Acme managed to stay out 
of the red, though only by a few 
cents a share, when there was practi- 
cally no steel business in 1932 and 
earned $1.12 a share in the depres- 
sion year 1938. Net per share for 
fair-to-middling peace years 1935- 
1936-1937 averaged $5.91. Dividends 
have been paid without interruption 
for many years—not less than $1 in 
the worst years, as high as $4.50 in 
the best pre-war years; with $3.50 
current rate well covered and yield- 
ing about 6 per cent on current price 
of 58. 


New Models 


The attitude of Government of- 
ficials toward the advance planning 
of “new models” of consumers dur- 
able goods seems to be changing. For 
a long time, even the most prelimi- 
nary planning was discouraged at the 
demand of the military. We have 

(Continued on page 44) 


























BY em. *. 


Unper the abnormal conditions of war excellent 
earnings and large expansion of assets are being shown 
‘by many companies which had indifferent—and often in- 
ferior—performance records before the war. This is a 
complicating factor in selecting stocks for sound invest- 
ment and may easily mislead investors who are unduly 
impressed by current earning power. 

Present conditions are unusually favorable for mar- 
ginal companies in almost every field of activity, and 
especially so for those able to participate in war contracts. 
Just as the pre-war status of these companies could not 
be accepted as a guide to their earning power in a war 
economy, so their present status may have little bearing 
on how they are likely to fare when peace returns. 

American business, and the competitive relationships 
therein, will not return to pre-war “normal.” It never 
does after the dynamic changes in production, technol- 
ogy and operating methods induced by the catalyst of 
war. On the other hand, to say that “everything will be 
different after the war” would, of course, be an extreme 
and exaggerated statement. However, many important 
shifts in operational status and volume and earning pow- 
er—as compared with pre-war—are certain; and it is 
simply not possible today to foresee these with any de- 
gree of clarity in weighing the potentials of most indi- 
vidual companies. 

There is good reason to believe that the peace era, on 
the whole, will be one of highly competitive business. It 
is not alone that Government policy points that way, and 
that the philosophy of free competition has been em- 
braced by an increasing number of business leaders. More 
tangible influences making for intense post-war competi- 
tion are inherent in the shifts brought about by the war. 

Many formerly small or medium-sized enterprises, now 
swollen to something like “Big Business” status by war 
orders, will fight hard against being deflated. Never in 
the history of American business has there been such in- 
tense emphasis as we see today on research, new product 
development, plans for diversification of products made 
or handled. That is true of giant companies, medium- 
sized companies, many small companies. Numerous mer- 
gers no doubt are in the making. Never before have so 
many business scouts been combing the country seeking, 
in behalf of their employing principals, to buy up prom- 
ising new products or small enterprises for rounding-out 
or diversification purposes. 

Sources of supply of most of the industrial raw mate- 
rials or semi-finished materials have been greatly ex- 
panded. Aluminum and magnesium will compete more 
aggressively in many applications against the standard or 
older metals. And in numerous applications the metals 
will be challenged for markets by the plastics, plywood 
and other synthetics. 

For obvious reasons, companies planning—or exploring 
the promise of—important operational shifts, do not 
publicize what they are doing prior to consummation. 
So far as concerns prospective shifts in competitive status 
growing out of technological innovation, in the newest 
fields—notably synthetics—the laboratory scientists them- 
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selves do not know where the search will end nor pre. 
cisely what its fruits may be. 

Contemplating this unpredictable ferment of change, 
are there any general rules or principles that investors 
can tie to? In the writer’s view, there are at least two 
broad rules of company selection that recommend them. 
selves. 

First, the buyers of industrial raw materials and semi- 
finished materials will be in a situation more advanta- 
geous, flexible and “strategic” than the sellers of such 
materials. This is to say that, unless market prices at 
the time have too greatly discounted this advantage, 
stocks of companies making or selling finished goods are 
more attractive for investment than stocks of primary 
materials producers. 

Second, the longer-term progress of enterprises—espe- 
cially in the fields of manufacture and distribution— 
depend more upon the resourcefulness and aggressiveness 
of their managements than upon anything else. There 
is not much chance of error in assuming that manage- 
ments which have demonstrated successful resourceful- 
ness in coping with new or changing conditions in the 
past will probably continue to do so in the future. Lack- 
ing personal acquaintance with corporate managers in 
these modern days of absentee ownership, stockholders— 
present or potential—can appraise managerial quality 
only in terms of results. 


The Pre-War Test 


The last two major cycles of peace-time business expan- 
sion that we had—undistorted by war or defense orders— 
were those that culminated in 1929 and 1937, respec- 
tively. The intervening years of depression represented 
a severe test. Companies with a superior performance 
record between 1929 and 1937—and especially those 
which held a stronger position in 1937 than in 1929, as 
reflected in sales volume or net earnings or both—can 
safely be assumed to have something “extra” on the ball; 
and to be better than average bets for the future. 

In the accompanying tabulation we list a number of 
strong and well-managed companies, as proven by actual 
performance record of pre-war years, which we regard as 
likely not only to hold their own in the post-war era but 
to make further long-term progress. The list is represen- 
tative and, of course, it is not contended that it is inclu- 
sive. Doubtless, quite a few other companies would 
qualify. From this list we have singled out six stocks on 
which brief analytical comment is presented below. 

Bond Stores was incorporated in March 1937 as a con- 
solidation of Bond Clothing Company and its marketing 
subsidiary, Bond Stores, Inc. The original enterprise 
dates back to 1915. In the clothing trade the economic 
advantage of combining manufacture of garments with 
chain store retailing thereof—thus eliminating middle- 
man costs and effectuating mass volume, low-price meth- 
ods—has been increasingly recognized in comparatively 
recent years. Bond is an outstanding example of this 
development in merchandising. The company owns 
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dothing factories in Rochester, N. Y., and at New Bruns- 
wick, N. J. Some 59 retail stores, on leased premises, are 
operated in 47 cities throughout the country, with great- 
est concentration in New York State, where 13 stores are 
located, of which 8 are in New York City. 

The company formerly confined its own retailing to 
men’s and boys’ clothing of its own manufacture, though 
in many stores there were men’s haberdashery and shoe 
departments operated by others. In 1940 it took over the 
haberdashery departments, and in 1941 the shoe depart- 
ments. To offset shrinkage in men’s clothing volume, 
due to the large numbers of men going into the armed 
services, the company in 1942 established departments 
in most stores featuring ladies’ man-tailored suits and 
coats of its own manufacture. These operational shifts, 
together with the general stimulus that all retailers have 
had from the great war-time rise in consumer income, not 
only prevented any sales decline but induced dynamic 
expansion. 

Sales were $24,588,000 in the pre-war year 1939, com- 
paring with $21,326,000 in 1937. They totalled $32,444. 
000 iN 1940, $45,328,000 in 1941, $44,339,000 in 1942 and 
record high $45,594,000 in 1943. Reflecting increased 
volume in higher-price lines, net was $4.43 per share in 
1943, against $3.37 in 1942. It may be noted that under 
poor conditions of 1938, Bond earned $2.34 a share. 
Dividend is $2 a year, yield over 5.8 per cent at current. 
Capitalization is 701,497 shares, to be preceded by 
60,000 shares of cumulative, convertible, $100 par value 
preferred soon to be offered. Proceeds will be used to 
retire $2,100,000 of outstanding serial notes, to expand 
facilities and to augment working capital. Bond should 
retain part of its war-time gain in patronage, will do a 
large business with men returning from the services and 
will undoubtedly push ahead with expansion of retail 
outlets after the war. As a growth situation, it is paying 
very heavy excess profits taxes—despite which net income 
is at a record high—and will eventually benefit sharply by 
tax reduction. Working capital position appears ade- 
quate, with current ratio better than 2.2 to 1, and with 
cash or equivalent of about $10.4 million exceeding in- 
ventories. 

Bower Roller Bearing, sole capitalization 300,000 
shares and with a single plant located at Detroit, has 
shown a strong long-term growth trend against the com- 
petition of much larger makers of tapered bearings. Net 
income was $250,000 in 1929, $1,220,000 in 1937. Net 
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Expected large demand for heavy trucks after the war 
will aid Clark Equipment 


working capital was $850,000 in 1929, $1,710,000 at the 
end of 1937, over $6,000,000 at the end of 1943. The 
percentage change is not only remarkable but phe- 
nomenal. 

Earnings record has not only been good but with rela- 
tively greater stability than would be expected of an en- 
terprise selling a capital goods product to industries sub- 
ject to wide cyclical variations in volume. It earned 96 
cents a share in the acute depression year 1932, $1.50 in 
the depression year 1938. Pre-war peak income was $4.07 
per share in 1937. Average per share net of 1935-1939 
was $2.99 per share. Net last year was $3.61, but nomi- 
nally changed from each of the years 1940-1942. Divi- 
dend is $2.50, yielding around 6.5 per cent on current 
price of 38. With exception of 1933, some dividend has 
been paid even in poor years. Dividends for the 1935- 
1939 period averaged $1.90. Working capital position 
and liquid position are strong. In the active post-war 
automobile period, this company should do well, but 
with substantial increase over present earnings and divi- 
dend hinging on eventual tax reduction. 

Clark Equipment earned only slightly less in 1937 than 
under the higher unit-profit conditions of 1929: $4.56 
per share, against $4.92. Considering competitive factors 
and the bargaining advantage held by truck makers over 
suppliers of parts, pre-war record from cycle to cycle can 
be considered good. Though there are other products, 
major part of the peace-time business is manufacture of 
rear axle housings, axles, transmissions and heavy duty 
wheels sold to most of the larger manufacturers of motor 
trucks and tractors, with business in heavy trucks of great- 
est importance. 

Though there will be a surplus of military trucks after 
the war, it is believed this will not be an important factor 
in relation to the civilian market for heavy duty vehicles. 
Most heavy military trucks are of special design, uneco- 
nomic for civilian uses. Post-war volume for Clark, of 
course cannot nearly equal present swollen volume of 
war work—sales last year having been over $77 million, 
against about $12.5 million in 1939. Indicating plans for 
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post-war growth and diversification, latest annual report up to $2. Because of war-time working capitals needs, 
states that, aside from shrinking the size of operations, payment now is at indicated rate of $1.8714. Sole capi. 
the reconversion problem will consist principally of pro-  talization is 297,113 shares of common. 
viding facilities for new production. Food Machinery makes a variety of equipment, with 

Working capital position is adequate and termination major market represented by the vegetable and fruit 

of war contracts no doubt will restore the exceptionally packing field. Stability is much greater than for mos 
high current ratios long maintained in peace years. other types of machinery, for obvious reasons; and ag. 

Though earnings have shown sharp cyclical fluctuation, gressive management has produced a company growth 
income under fair to active business conditions has main- greater than that of the fields served. Sales, in round 
tained a good average. With a small capitalization, this figures, were $5.5 million in 1929, $11.9 million in 1937, 
company can look forward to very substantial—-on a per or more than double from former cycle peak to latter. 
share basis—post-war refunds of excess profits taxes paid. Reflecting war work, they rose to $53 million last year. 
Dividends have been generous except in depression years, Net income was $783,178 in 1929, $1,854,469 in 1937, 
present rate being $3 and yielding 7.5 per cent on current $2,144,003 last year. 
price of 40. Rate has been $3 to $3.25 for the past four Present earning power is around $5 per share after ex. 
years, against $2.25 in 1939, token payment of 25 cents tremely conservative contingency reserves amounting toThe Per 
in 1938 and $4.80 (including $3 in preferred stock) in over $2.60 a share last year. Capitalization is $3,800,000 Janswer | 
1937. Capitalization is only 17,926 shares of 5 per cent of funded debt at low coupon rate of 3 per cent, and securiti¢ 
cumulative, convertible preferred and 237,618 shares of 426,676 shares of common. Financial position is strong. fof your 
common. Dividends are a conservative $1.75 a share, against pre-Jrepreser 

Doehler Die Casting is a leading maker of die castings war top of $3.50 in 1937. The stock currently is priced flowing | 
from a variety of non-ferrous metal alloys. Biggest peace- at a little over 11 times reported net per share, less than Gi 
time markets are provided by the automobile industry 8 times reported net plus contingency reserve. Consid- » Gv 
and other makers of consumers’ durable goods. Aircraft ering the demonstrated quality of the company and po-}y Cor 
demand, though far less than now, will be materially tential for further long-term progress, it is a far above- 

larger than pre-war. Thus, over-all demand prospect is average investment for long-pull appreciation. 3, No 

favorable. Moreover, use of die castings, because of Minneapolis-Honeywell is an outstanding “growth” ada 

economy, has grown faster than have the peace-time in- company. It is listed as a “building” stock, but its regu- . 2% 

dustries served. That is why Doehler volume and earn- _ latory devices for heating and other equipment are wide} 1 
ings in 1937 were substantially larger than in 1929. ly used in industry as well as in homes and other build- ” 

Present volume, of course, is abnormal, having been ings. The most significant fact is that the company’s Special 
about $49 million in 1943, against pre-war peak of $12.4 long-term progress has far exceeded growth of either 

million in 1937. Doehler earned a record high $4.55 a building or general industrial volume. Sales were $6.2 

share last year, but on volume one-fourth as great earned million in 1929, $15.8 million in 1937, $68.3 million 

$3.46 in 1937. With an extended period of heavy activ- last year. _ Amer 

ity in the consumers’ durable goods industries shaping Adjusting the figures for 3-for-1 stock split in 1936, net Cc 

up, the company probably will have post-war sales in per share was $2.66 in 1929, $4.56 in 1937, $4.31 last year Kindly 
excess of best pre-war years. What taxes may be is, of after substantial contingency reserve. On the same ad- Jp. 
course, conjectural; but that uncertainty applies to all justed basis, dividend was $1.17 in 1929, $3.00 in 1937, Jierred. 

corporations. In any event, the volume and earnings $2.50 last year; while the 1929 high for the stock was |i; earnin 
potentials for Doehler appear definitely above average, 4114, against 1937 high of 120. Recently, another split-up [iid wher 
which is the reason we see it making new highs currently _(2-for-1) has been made; the new stock, of $3 par value, fits liqui 
in an uncertain stock market. now selling around 38, equivalent to 76 for comparison |Vhat ar 

Dividend record has been somewhat irregular, but with above stated 1929 and 1937 highs. SEC 
adequately generous in good years with top payments Present capitalization is 30,700 (Please turn to page 44) wnat wi 

In ar 

endeav 

STATISTICS OF SELECTED COMPANIES WITH POST-WAR GROWTH; PROSPECTS i the 

1936-39 1936-39 as. © 

Capitalization Total Net Work Net Quick Book Average 1943 Average 1943 Price- ican Po 
(thousands of shares) Assets Capital Current Assets# Value Net Net Dividend Dividend Price Range Recent Earnings . 

Pref. Common $ millions Ratio perSh. perSh. perSh. perSh. perSh. per Sh, 1939-43 Price — Ratio is On a 

—_——— arent 

Acme Steel (a). . .. a 328.1 19.6 59 28 1821 48.46 482 6.09 294 3.50 60 -3114 57 9.4 ee blist 

Air Reduction. . .. . — 27133 696 180 20 341 1595 298 241 213 200 68 2956 4116 89171 «FP | 

Allegheny Ludlum Steel 28.3 1957.8 458 151 23 9.74 2462 118 3.13 99 2.00 314-14 25% 81 JIn tha 

American Can.........++ ++ 412.3 2473.9 «= 931.1 70.7 267.88 55.20 «5.61 0422425 | 3.00 = :116 34-5514 86 15.3 ; 

Bond Stores (a)..........0.. — 701.4 244 139 3.1 1682 9127 295 443 1.10 200 5-125 34% 7.8 |combin 

Bower Roller Bearing........ — 300.0 9.7 60 68 1013 17.91 3.09 361 213 250 3956-1934 38% 106 Twore § 

Celanese Corp..........+.++ 350.7 1376.5 107.0 38.5 84 —— 4473 2.06 2.83 1.06 2.00 404-13 36 12.0 

Clark Equipment............ 17.9 237.6 30.8 7.8 13 24.84 50.67 2.86 9.49 1.48 3.00 4034-15 39 41 share . 

Doehler Die Casting........ —- 297.1 17.2 28 848613 —— 2487 299 4.55 80 1.8744 34 -10 3814 84 

Food Machinery Corp....... —— 426.6 384 128 1.7 21.19 31.12 283 5.02 1.75 1.75 54-18% 57 11.3 |dently 

Hercules Motors........... — 311.4 27.2 32 12 1030 1921 1.58 3.41 ‘81 1.00 294-10 93 Bind, | 

Lee Rubber.....-........ — 241.5 17.0 87 29 3584 4662 342 514 1.78 295 391¢-1454 39 7.6 € 

Libbey-Owens-Ford........ — 2548.8 52.5 17.9 38 7.02 1602 3.98 1.55 288 1.50 56-194 44% 98.4 [heen o 

Minneapolis-Honeywell. .. . 55.7 621. 50.3 118 1.4 10.07 27.71 3.50 431 288 250 35-334 $14 18.9 

Montgomery Ward......... 201.5 5217.1 2996 2121 7.7 4037 47.75 386 369 238 2.00 5734-2315 4455 19.1 SEC. 

Owens-Illinois Glass. ....... — _ 612 «= 112.1 8751.9 «10.35 31.01 407 3.56 2.44 2.00 70-38% 56% 15.9 : 

Parker Rustproof............ 1.6 429.5 5.2 13 16 290 (706 220 181 1.53 1.50 2334-1174 20 11.0 proper 

EE Tisbiscasinsencees — 27439 1753 724 19 2639 3467 644 652° 5.50 5.00  100%-5615 963% 148 with tl 

Pratt & Lambert............ — 196.0 7.2 46 100 9345 3316 210 211 1.19 1.80 304-16 28 13.3 ge 

Standard Oil of N. J. (2) 272835 229901 4956 36 816 4853 388 400E 1.81 2.00 29% 5334 17.5 it is d 

Sylvania Electric (a)........ 83.7 514.3 188 108 33 668 19.39 324 1.50E 231 1.95 4734-1344 29 16.4 . 

U. S. Gypsum.......seeee 78.2 1196.7 81.1 35.0 45 92:75 5858 433 3.75 294 200 113-3754 70 18.7 ating | 
*Preliminary. #After deduction of prior obligations. E—Estimated. k Lig) 
(a) Balance sheet items from 1942 reports. It 1s C 
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ng tofThe Personal Service Department of THE MaGaziNE OF WALL STREET will 
0,000 Janswer by mail or telegram, a reasonable number of inquiries on any listed 
_ and fsecurities in which you may be interested or on the standing and reliability 
rong. fof your broker. This service in conjunction with your subscription should 

pre: frepresent thousands of dollars in value to you. It is subject only to the fol- 


riced flowing conditions: 


than : f 
nsid. |» Give all necessary facts, but be brief. 
| po-}2, Confine your requests to three listed securities. 


OVE- 


3. No inquiry will be answered which does not enclose stamped, self- 





at $100 per share. 3—If, as and when 
the reorganization is completed and 


wth” addressed envelope. 
egu- : : i eg 
va . If not now a paid subscriber use coupon elsewhere in this issue and send 
iild- check at same time you transmit your inquiry. 
tb Special rates upon request for those requiring additional service. 
ther 
$6.2 
lion 
American Power & Light 6% 
net Cumulative Preferred 
ear 


a Kindly tell me the story on American 

Power & Light 6% Cumulative Pre- 
37> Tierred. 1—Why isn’t it paying since it 
WaS Tis earning the dividend or as much as it 
-Up did when it paid something? 2—What is 
lue, fits liquidating value 80-90-100%? 3— 
son {What are its prospects of recovery? 4— 
Is SEC going to make it dissolve, if so 
44) what will above get. B. H., Darien, Ct. 
— | In answer to your letter, we shall 
endeavor to answer your questions 
in the order submitted. 1—Since 
1942, earnings statement for Amer- 
e- fican Power & Light $6 Preferred stock 
io += is on a consolidated basis. The last 
— [parent company income account 
published was for the year 1942. 
In that year the earnings on the 
combined $5 and $6 preferred stock 
were $3.16 per share, 1941 $3.96 a 
share, 1940 $4.78 per share. Evi- 
dently the company cannot pay divi- 
dends on this stock when they have 
been ordered to reclassify it by the 
SEC. g—As some of the subsidiary 
| properties are being sold to comply 
with the Public Utility Holding Act, 
it is difficult to arrive at a liquid- 
ating value for the American Power 
& Light Preferred stock. However, 
it is carried on their balance sheet 
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the company operates as a compact 
unit, we believe the new securities 
will show appreciable earnings and 
pay dividends. 4—Under the pres- 
ent plan of reclassification each 
share of $6 Preferred stock will re- 
ceive one and one-fifth share of new 
Common stock. On the basis of this 
plan the distribution of new stock 
will give control of the company to 
the holders of the old Preferred 
stock. 


Breeze Corporation 


May I have some information from you 
in regard to the company “The Breeze 
Corporation” listed on the Curb at about 
$10 per share and paying $1.60 per share 
dividend. As I know nothing of the 
company, would be pleased to have some 
advice in regard to buying a few shares 
for income purposes. Would you con- 
sider the dividend reasonably secure? 


M. M. L., Little Falls, N. Y. 


Breeze Corporation was incorpor- 
ated in New Jersey in 1926 and 
manufactures a large variety of ac- 
cessories and devices used in avia- 
tion, shipbuilding, automotive and 
radio industries; and stainless steel 
products for general purposes. 


During 1942, the company engaged 
100 per cent in the manufacture of 
aircraft accessories and other com- 
bat equipment. 

Company owns in fee a plant in 
northern New Jersey acquired in 
1942 and leases four other plants in 
that state. In May, 1943, the com- 
pany announced that plant facilities 
were expanded to handle new war 
contracts. 

There is no funded debt and cap- 
italization consists of only 260,319 
shares of $1.00 par value common 
stock. 

According to the latest financial 
statement issued, as of December 31, 
1943, Current assets were $15,431,193 
of which $2,633,960 was in cash. 
Current liabilities totaled $12,642,- 
745; included in this is a bank loan 
of $400,000 and $1,200,000 due to 
U. S. Government for renegotiation 
of contracts, leaving a net working 
capital of $2,788,448. 

Earnings per share of stock after 
amortization of patents, in 1938—43 
cents, 1939-55 cents, 1940—$2.48, 
1941—$4.76, 1942—$4.92, 1943—$10.03 
(including a post war credit of $663,- 
300 or $2.54 per share). 

Dividends paid: 1938—40 cents a 
share, 1939-50 cents, 1940 and 
1941—$1.00, 1942—$1.50, 1943—$1.60, 
1944—40 cents payable March 1oth. 

The price range for the stock 
(New York Curb Exchange) for 
1943-1944 was high 1234, low 77%, 
and currently selling at about 1114. 

Dividends cannot be considered 
secure due to the nature of the busi- 
ness. A sudden cessation of hostili- 
ties in Europe would, no doubt, 
adversely affect the company’s busi- 
ness and peace-time prospects are 
clouded. 


Electric Power & Light $7.00 
Preferred 
I have ten shares of Electric Power & 
Light $7.00 preferred, which was pur- 
chased at $105.00 early in 2929. As you 
know, they have not paid dividends for 
years, having large arrearages which ag- 
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gregated, according to your Investor's 
Guide, over $73.00 on October 1, 1943. 
I note that yesterday the price of this 
stock was around $96.00. Having held 
the stock for so long, would you advise 
sale thereof at present prices and re- 
investment in something which pays an 
income, or is the sharp rise from a low 
in 19443 of $31.25 to the present price on 
indication that the Company will soon 
resume dividends? In other words, 
should I hold or sell?—C.E.P., New 
York, N. Y. 


Electric Power & Light is in the 
process of compliance with an order 
of the SEC to dissolve or recapitalize 
into one class of stock. Assuming 
the capitalization of Electric Power 
& Light will ultimately be entire 
common stock, you can probably 
look forward to receiving common 
on a basis that will take into con- 
sideration the unpaid dividends on 
the senior preferred shares. While 
you may not receive any further 
cash dividend, retention of your 
present holding is suggested at least 
until there is some announcement 
as to how much of the new common 
the preferred shares are to receive. 


Utah Power and Light, Preferred 


What are the possibilities for reor- 
ganization of this issue?—H. H. Z., 
Janesville, Wise. 


Utah Power & Light 7% Preferred 
possesses considerable speculative ap- 
peal in that further price enhance- 
ment is likely. The company is un- 
der order of the SEC to convert its 
7% and 6% preferred and common 
into one class of stock and the pre- 
ferreds should get about go per cent 
of the revised capitalization. 

In working up an estimate we are 
somewhat limited for situations 
where similar conditions existed. If 
we take Puget Sound Power & Light 
as a guide, and in this case new 
bonds of lower coupon rates were 
issued, one class of preferred was 
kept and another converted into 
common, we find that since last Oc- 
tober the market price of the com- 
mon has advanced while earnings 
continue to increase. Utah replaced 
its various bond issues with a new 
334 per cent Bond and the earnings 
should increase about 25, per cent for 
the first quarter of this year if com- 
pared with the first quarter of 1943. 
On the other hand, it is possible no 
further cash dividends will be paid 
but that unpaid accumulated divi- 
dends will enter into the computa- 
tion of that portion of the new com- 
mon will be distributed among the 
preferred shares. 
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New England Power Reorganiza- 
tion 


Will you please answer the following: 

1. How much are the dividend arrears 
to date on the 6% pfd. N.E. Pwr. 
Ass’n.? 

2. How much are the dividend arrears 
to date on the $2. pfd. N.E. Pwr. 
Assn? 


3. In the new setup how will these ar-» 


rears be taken care of? 

4. As per today’s quotations 6% pre- 
ferred N. E. Pwr. Ass’n is 57, and 
$2. preferred 20. Are not these 
prices slightly out of line? Should 
not the ratio be 3 to 1 instead of 
2.85 to 1? 

5. On this basis, isn’t the 6% pfd. a 
better buy than the $2. pfd. or is it 
a buy at any price? 

—K. L. T., Providence, R. I. 


It would seem that proposed 
changes in the capitalization on New 
England Power Ass’n should work to 
the long term advantage of the hold- 
ers of these shares. The Public Utili- 


ties Division of the SEC has suggest- - 


ed a plan of recapitalization by 
which each share of $6:00 Preferred 
would receive 1.5 shares of the new 
$2.00 Preferred and 3.9 shares of the 
new Common. Five other companies 
will be absorbed into the new New 
England Power Ass’n and_ their 
stocks will receive new preferred and 
common. As a result, all of the oper- 
ating companies will be controlled 
by one holding company and funded 
debt will be replaced by new holding 
company bonds with a substantial 
reduction in interest costs. 

With the declaration of $1.00 per 
share on the New England Power 
Ass’n $6 Preferred, payable April 1, 
1944 to stock of record March gist, 
arrears on these shares will total 
$12.00 a share while with payment 
of 33% cents on the $2 Preferred, 
arrears on this issue will total $4.00. 
As yet no indications have been 
forthcoming as to any consideration 
by the SEC of eliminating arrearages 
on both preferreds, it may be they 
have been allowed for in the rela- 
tive distributions. 

For all ordinary purposes, it would 
seem that a ratio of 3 to 1 is correct 
for considering the relative equality 
of prices. The public appetite for 
lower priced shares may be the de- 
termining factor in causing the $2. 
Preferred to currently sell above this 
ratio. It would therefore follow that 
the $6 stock is more favorably priced. 

Last but not least is your question, 
“or is it a buy at any price?”. The 
$6 Preferred is estimated to have a 
book value of $97 per share or $40 
in excess of recent selling price. If we 
arbitrarily set $25 as a price for the 
new $2 Preferred and $5 for the new 
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Common, then we have a value of 
57. A price of go for the new Pre 
ferred and 10 for the new Common 
surely would not be excessive and aj 
these prices the conversion value of 
the $6 Preferred would be $84.00. |j 
we assume that the SEC will permit 
continuance of dividends at $1.0 
quarterly, the interim yield is 7.0 
per cent. The present $2 Preferret 
should have a value of 19 and 28 on 
these computations so that a price of 
$20 represents a premium over theo: 
retical parity of 19. Certainly it i 
reasonable to expect some improve. 
ment in earnings as a result of sav, 
ings in interest costs and probably 
other corporate expenses. 

In conclusion it would seem thes¢ 
shares have a proper place in an) 
portfolio where the objective is ap. 
preciation and there is the desire to 
accept what is generally classified ai 
a business man’s type of risk. They 
do not, however, belong in any port: 
folio where safety of principal andj 
regular income are primary objec 
tives. 


Schulte, Inc., Preferred 


Can you give me some information on 
Schulte, Inc., Pfd.? Is this stock attract- 
ive for profit? I understand it is conver- 
tible inte common, twenty to one, before 
the end of 1945. Does this hold any par- 
ticular appeal? Would you recommend 
this stock for purchase at prevailing 
prices? The main consideration is profit, 
rather than income. E. D. E., Pittsfield, 
Mass. 


D. A. Schulte Preferred is traded 
on the New York Curb Exchange 
and has recently sold as high as 701{. 
In the last year or two business has 
been unusually good and in 1943 
earnings were about $21.00 per share 
on the preferred and g1 cents on the 
common and a dividend of $5.00 was 
paid on the preferred. Arrears after 
this payment were reported at $7.50 
per share. 

The sales are running at an even 
higher level this year but net is like- 
ly to be somewhat lower because of 
the losses for previous years that 
were available to offset 1943 profits. 
Nevertheless, a dividend of $2.50 
plus an additional $2.50 on account 
of arrears have been declared pay: 
able May 1st to stock of record April 
10th, which will leave $5.00 remain- 
ing in unpaid accumulated divi- 
dends. 

As you point out the preferred can 
be converted into common on the 
basis of 20 shares of common for 
each share of preferred until October 
1945; thereafter it still can be con- 
verted into common for two more 

(Please turn to page 54) 
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CONCLUSIONS 


MONEY AND CREDIT — Fifth War 


Loan Drive to raise at least $16 billion 
opens June 2. Goal for individual sub- 
scriptions set at $6 billion. Federal, 
state and local taxes totaled $30.4 bil- 
lion last year, against only $12.6 billion 
in 1939. 


TRADE—Early Easter and pre-excise 
tax boost scramble for affected mer- 
chandise causes heavy month-end up- 
turn in retail sales; but aftermath will 
be sharp slump in April. 


INDUSTRY — Expansion in industrial 
production losing momentum. Larger 
corporations earned only a little more 
last year on net worth than in 1942. 


COMMODITIES — Wheat and corn 
situation still critical; but vegetables 
promise to be superabundant next 


season. 


The Business. Analyst 


Per capita business activity has risen 
nearly a point during the past fortnight to 
duplicate the all-time high reached during the 
first week of February. Main factors in the 
pick-up have been persistent expansion in elec- 
tric power output and crude runs to stills; and 
better than normal seasonal improvement in 
paperboard production, despite a shortage of 
waste paper. 

* * * 


For the month of March, per capita business 
activity, at 133.7% of the 1923-5 average, 
was 0.1 point below February, but 6.3 points 
above March last year. Without compensation 
for population growth, this publication's index 
averaged 162.5—same as February, but was 
5.39% ahead of March, 1943. Average for the 
first quarter was 161.8—5.4 points above last 
year's fourth quarter and 7.19% above the first 
quarter of 1943. 


* * * 


According to the Federal Reserve Board's 
adjusted index, expansion in industrial pro- 
duction has been losing momentum this year, 
gain during the first two months having aver- 
aged only a point, or 0.4% a month. The rise 
would have ben even smaller had it not been 
for a fairly substantial increase in coal pro- 
duction. 


(Please turn to the following page) 
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Inflation Factors : 
Latest Previous Pre- 
Wkor Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 

FEDERAL WAR SPENDING (tf) $b Mar. 29 1.571.901.4043 
Cumulative from Mid-1940.............. Mar. 29 176.0 174.4 87.0 14.3 (Continued from Page 39) 

Munitions production in February dipped 
FEDERAL GROSS DEBT—S$b Mar. 29. 184.5 184.6 115.2 55.2 | '!% below January, despite a rise of 4% in 
aircraft output and 10% in landing craft. WPB 
estimates that war contract cancellations will 
MONEY SUPPLY—Sb run at an average monthly rate of around $1.5 
Demand Deposits—!01 Cities......... Mar. 29 32.7 32.9 31.8 24.3 | billion during the first half of the current year. 
Currency in Circulation.................... Mar. 29 = 21.0 20.9 16.2 ct, a pee unemployment in affected 
areas; but there will be increasing shortages at 

BANK DEBITS—13-Week Avge. other centers. To alleviate the latter, WPB is ask- 
New York City—$b..........0ccccccueee Mar. 29 5.70 5.68 4.54 3.92 | ing procurement agencies to buy abroad wherever 
100 Other Cities—$b....0.... Mar. 29 7.67 7.62 6.54 5.57 | feasible. 

* * * 

INCOME PAYMENTS—Sb (cd) Jan. 1254 1347 10.82 8. Moses. nets eo 
Salaries & Wages (cd)... Jan. 892 9.04 7.73 5.56 ae ; ye 
Interest & Dividends (cd).............. Jan. 0.80 1.56 0.78 0.554 ey find it difficult to dispose of many of its 
Perm Marketing Income (ag)........ Jan. 1.54 1.69 1.26 1.21} 1,800 defense plants built and equipped dur- 

Includ'g Govt. Payments (ag)........ Jan. 1.61 1.74 1.36 1.28 fing the war at an aggregate cost of around $8.4 

billion. There are too many of them, they are too | 
CIVILIAN EMPLOYMENT (cb) m Feb. m2 kee I a er rr 
i Present plan of the surplus property Custodian 
Agricultural Employment (ag)........ Mar. 8.6 8.4 8.7 9.0 |. : ' i 
Empleyees, Manufacturing (Ib). Feb. 15.7 15.8 15.8 13.6 at to aaeied one ine to a manufacturer, a little AWARD 
Employees, Government (Ib)..... Feb. 5.8 5.8 5.8 4.5 | higher price to a jobber, and a still higher one |] Cumulatt 
UNEMPLOYMENT (cb) m Feb. 0.9 1.1 1.5 3.9 I to a retailer. WiSCELLA 
* * * 

FACTORY EMPLOYMENT (ib4) Feb. 166 167 166 141 The National City Bank finds that 2,625 com- — 
Derebinnonnie! 6.8 Feb. 228 230 222 168 panies having around 40% of the total capital |f Leather S 
Non-Durable Goods oo... Feb. 117 117 123 120 and surplus of all active corporations in the U. S. Cigarette 

FACTORY PAYROLLS (1b4) Jan 327 «328s 189 earned, after taxes, 8.6% on net worth last |] Whiskey 

year, against 8.5% in 1942. The minute increase ae 

FACTORY HOURS & WAGES (Ib) in face of a 28% rise in sales is accounted for by boot. po 
sod deh Paka os ET Jan. 45.1 44.8 44.2 40.3 higher labor and material costs and heavier | Mate. en— 
Hourly Wage (cents)................000.. Jan. 100.1 99.5 91.9 78.1 h + labor Bur: 
Weekly wage ($).....----ccc.-ccccssee----- Jan. 45.15 44.58 40.62 | tiles eae ie Bes 

, 100. rb3— 

PRICES—Wholescle (Ib2) Mar. 25 103.7 103.6 103.3 92.2 at Federation of Tax Administrators estimates | -————— 

Hint Bic cscs annnsccccssnconnsoaeacos Jan. 135.3 135.6 130.0 116.1 | that total tax collections last year (federal, 
state and local) reached $30.4 billion, 23.5% of |INo. of 
the $129.3 billion national income; compared | fisues (192 

COST OF LIVING (Ib3) Feb. 123.7 124.1 121.0 110.2 7 veep only $12.6 billion, 18.5% of the $68 billion | 483 COM! 
me suesnbenéseneseshsoisscesceosénsbeenessecenspeeees “2 ae aoe eo ite national income, in 1939. (Note: the "National a Agrics 
Rent bet ARSE RANE: Feb. 108.1 108.1 108.0 107.8 Income" here referred to is exclusive of corporate D Dicaead 

savings: hence equivalent to what the Commerce 5 Air Li 

RETAIL TRADE Department reports as "Income Payments.") In B Amuse 
Retail Store Sales (cd) $b........... 7 4.95 6.72 4.45 4.72 1943, total tax collections consisted of $21.9 bil- ae 
ei San. 0.63 0.90 0.58 1.14] lion federal, $3.9 billion state, and $4.6 billion Dy Kitow 
Non-Durable Goods ..................... ~ 4.32 5.82 3.87 3.58 J local. In 1939 the components were $4.8 billion, 3 Baking 
Chain Store Sales (ca)............0.0.0... Feb. 186 188 194 151 federal, $3 billi tat d $4.8 billi : 
peek Give Ste G4) iil Fel 7 = nt oe ederal, $3 billion state, and $4.8 billion local 3 Busine 

Dept. Store Stocks (rb2)................. Jan. 104 98 102 95 . soe bes 2 Bus Li 
The fifth war loan drive is scheduled to 5 Chemi 

MANUFACTURERS’ open June 2 and close July 8. The goal is $16 4 Comm 

acacia “ r - ‘ies _ one billion, $2 billion more than originally set for the 12 Constr 
es ig te liga wesees ris 393 402 344 265 Fourth Loan. Goal for individuals is $6 billions. 6 Conta 
tote. Bank rag 190 192 172 178 Banks may subscribe this time; but their purchases 8 Coppe 
Shipments (cd3)—Total Jan. 260 276 226 183 wil! not be included in the $16 billion quota. 2 Dairy 
Durable Goods _...... Jan. 364 380 298 220 * * * 6 Depari 
Non-Durable Good Jan. 178 194 169 15 

‘innings ee ‘ Postal savings deposits, which draw 2% an- : a 

| interest, hed th d tot : rapocea 

BUSINESS INVENTORIES—$b ae, 
illion last month—$400 million more than a year 

End of Month (cd)—Total Jan. 27.6 27.3 27.7 26.7 one ° 2 Food | 
“colle elt pa 18.0 178 17.7 15.2 | 29° Total was owned by over 3 million deposi- + Rests 
Wholesalers’ Jan. 41 3.9 4.0 4.6 | tors. The Post Office Department thus operates epg 
ee ee ee ee Jan. 5.5 5.6 6.0 7.2 | the largest savings bank in the country. u> Gold | 

a—! 
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PRODUCTION AND TRANSPORTATION 



































































lata. en—Engineering News-Record. 


labor Bureau, 1935-9—100. 


Ib4—Labor Bureau 
lor population growth. pe—Per capita basis. rbh—Federal Reserve Board. rb2—Federal Reserve Board, adjusted on end of Mo., 1923-5— 
F. C. 


I—Seasonally adjusted Index. 


Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 

SINESS ACTIVITY—1—pc Mar. 25 133.8 133.4 1288 118.2 
[M. We S.)—t—anp nee eeeeeceeees Mar. 25 = 162.6 162.1 155.8 139.5 Agriculture Department says farm realty 
DUSTRIAL PRODUCTION (rb3) Feb. 243 242 232 174 prices rose 15% oni the twelve months ended 
Durable Goods, Mfr...........c.ccseeees Eat. 261 261 250 215 Mar. I, to a level 38% above the 1935-9 average. 
Non-Durable Goods, Mfr... Feb. 175 174 174 141 Wholesale prices in Great Britain climbed dur- 
RLOADINGS—+—Total Mer. 25. 779 786 787 833 ing February to a new war-time high—68% above 
Manufacturers & Miscellaneous. Mar. 25 373 379 374 379 the pre-war month of August, 1939. Advance in 
OCR Se ost ee ie at eee Mar. 25. 107 106 100 156 the U. S. during the same period has been only 
Al sen acct ea eats cto Mar. 25 169 169 159 150 38%; which would seem to disprove the popular 

ReSEeeaey Mar. 25 43 “3 he be belief that price control here has been less 

EC. POWER Output (K.w.H.)m Mar. 25 4,409 4,400 3,928 3,269 effective than in England. Even foodstuffs are 
FT COAL, Prod. (st) m Mar. 25 11.9 11.9 12.6 10.8 | uP only 57% in the U. S. A., against 68% in 
Cumulative from Jan. Io... Mar. 25. 150.8 138.9 146.6 466 Great Britain, despite Lend-Lease. 

BEC Mi NGI GN IRA Oe. ise.5<)sscivacedcsvecssciceaviss Feb. 527 53.6 76.6 61.8 * * * 

ROLEUM—(bbls.) m U. S. Chamber of Commerce President, Eric 
Crude Output, Daily... Mar. 25 4.38 4.39 3.90 4.117 Johnson, and War Secretary Stimson, have ad- 
RNSONMM! “SHOCKS: 50s sesccccseessssseseecsstestess Mar. 25 _— 87.3 86.2 94.5 87.84] . ? ; 

Fuel Oil Stocks Mar. 25 516 51.0 68.0 94.13] vised the Senate Banking Committee that Gov- 
Heating Oil Stocks Mar. 25 31.3 31.8 31.7 54.85 | ernment price and wage controls should be ex- 

tended another year to June 30, 1945. Senator 
ae x % a a a » * Taft assured Mr. Stimson that extension of the 

Saga eye a “ye er — a controls is "a matter of course"; but with certain 

. (st) m eb. é : ; : . 
aie from Jan. | Feb. 14.8 76 © 12.2~—«74,69| S#feauarding easier . 

a ites 90 29.4 32.9 614 93.5 An earlier Easter this year conspired with the 

Cie han ine |... Mar. 30 450 421. 900. 5,692 approach of stiffer excise taxes on jewelry, furs, 
— liquors, cosmetics, hand bags and luggage to 
= : a ied Mar. 25 126 136 140 165 boost retail sales in the closing days of March 

Bee cere cee ees (st)+ mas J 37.1 38.2 37.5 34.8 | to a level far above last year. Departments in 
Footwear Production (pairs)m....... on. * : : : i 
Leather Stks., end Mo. (hides)m Jan. 1.1 10.8 12.0 14.0 | New York stores handling these goods reported 
Cigarettes, Domestic Sales—b....... 9 — _— ye? pe sales gain of as much as 300%. Aftermath will 
ted — itv _— Feb, 374. 380 Po 506 be a sharp slump in April sales. 
ag—Agriculture Dep't. b—Billions ca—Chain Store Age, 1929-31—!00. cb. Census Bureau. cd—Commerce Dep't. cd2—Commerce 

Prpt., Jan., 1939—100. cd3—Commerce Dep't., 1939—100. cdlb—Commerce Dep't. Index (1935-9—1!00} using Labor Bureau & other 
1923-5—100 Ib.—Labor Bureau. Ib2—Labor Bureau. Ib3— 


1926—100. 


1939—100 m. Millions. mpt—At Mills, Publishers & in Transit. np—Without compensation 


























41) 








100. rb3—Federal Reserve Board adiusted index, !935-9—!00. st—Short tons. t—Thousands. #—Treasury & R. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
No. of 1944 Indexes (Nov. 14, 1936, CL—100) High —_ Low Apr.! Apr. 8 
isues (1925 Cl—100) High Low —— Apr.!_— Apr. 8 | 100 HIGH PRICED STOCKS... 66.93 62.77 65.45 65.61 
83 COMBINED AVERAGE 88.3 79.5 86.2 86.2 100 LOW PRICED STOCKS...... 87.70 75.33 85.21 85. 09 
4 Agricultural Implements 161.0 148.6 154.1 155.2 6 Investment Trusts 38.3 34.0 35.8 36.3 
9 Aircraft (1927 Cl—!00) 132.9 119.7 130.1 128.2 3 Liquor (1927 Cl.—100) 356.2 292.3 356.2) 347.4 
5 Air Lines (1934 Cl—1!00). 470.9 437.2 437.2a 442.5 8 Machinery 114.6 105.2 112.4 112.6 
5 Amusement 74.2 68.3 Vae 72.3 2 Mail Order 89.0 82.5 85.2 87.6 
12 Automobile Accessories 133.4 118.9 128.6 127.9 3 Meat Packing ........................ 64.9 55.5 61.3 60.6 
12 Automobiles 20.2 17.6 19.4 19.6 1! Metals, non-Ferrous 127.3 119.8 124.0 122.4 
3 Baking (1926 Cl.—100) 14.1 12.9 138 13.6 3 Paper ......... _ 7 129 «14d 13.9 
3 Business Machines . 184.9 174.4 177.0 174.42 22 Petroleum 133.3 121.3 132.6 132.5 
2 Bus Lines (1926 Cl._—100) 115.3 108.9 109.7 110.1 19 Public Utilities 53.9 49.0 51.0 51.4 
5 Chemicals 185.4 177.2 180.9 181.1 4 Radio (1927 Cl—100).... 24.6 215 23.3 23.3 
4 Communication 64.1 57.1 61.9 64.16 7 Railroad Equipment 57.8 52.0 54.5 54.5 
12 Construction 36.8 33.1 36.2 35.9 8 Railroads _. 19.2 14.1 19.0 18.9 
6 Containers 248.1 220.1 243.0 244.5 2 Shipbuilding _. $3.7 70.3 78.3 80.2 
8 Copper & Brass . 69.1 63.1 66.4 66.4 3 Soft Drinks ........ . 327.5 306.2 319.8 318.3 
2 Dairy Products 41.8 38.6 41.3 41.86 & Sheol Ge tron. 73.3 65.7 79.5 70.6 
6 Department Stores 30.8 28.2 30.1 30.6 ORM Se Sere he See 46.6 41.7 44.5 44.4 
5 Drugs & Toilet Articles 99.5 81.0 98.0 98.8 2 Sulphur 171.7 162.3 165.9 166.9 
2 Finance Companies. . 234.0 217.2 228.3 222.6 ECC eee 56.9 48.0 54.2 54.6 
F Eood Brands <.2....0.060.-.2. 3. 133.8 123.1 129.3 129.7 3 Tires & Rubber..... 29.9 25.4 28.9 29.5 
2 ROG "StOFes:. 2.25. c.o2hs ee 50.6 46.6 49.5 49.0 4 Tobacco 2... _ 65.1 60.2 64.4 64.4 
A URNURG ois le oe 62.1 56.4 61.2 620: -— 2iVarietw Stores. 2s... 232.9 219.7 229.6 226.4 
3 Gold Mining _...................... 1010.4 905.4 914.5 962.0 21 Unclassified (1943 Cl—100) 107.6 98.7 106.8 106.7 
a—New LOW this year. New HIGHS since: G—1937; J—1935. 
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Trend of Co 


A slight recession in spot commodity prices accompanied 
the mild reaction stock prices during the past fortnight; 
but wheat has clung tenaciously to its ceiling price while 
futures advanced gradually. The corn supply has again 
become critical, suggesting that the Government must 
eventually requisition stocks, or either lower hog ceilings or 
raise corn ceilings enough to make it more profitable to 
sell corn as grain than to feed it to livestock. Meanwhile, 
as a stop gap, the Senate Finance Committee has reported 
favorably on a bill to extend for 90 days (to June 20) the 
existing law which permits duty-free entry into this country 
of wheat, corn, oats, barley, rye, flax, hay or cottonseed, 


mmodities 


for food or food purposes. Vice President Farrington of } 
CCC objected to the measure because the Canadian ¢ 
port equalization fee has been raised enough to absorb { 


saving in tariff; thereby benefitting Canada at the expen 


of the U. S. Treasury, without stimulating any appreciab) 


increase in the volume of imports. Big profits on try 
gardens last year have tempted farmers to plant consif 
erably more this year than advised by the WFA; thoug 


many vegetables are now selling below ceilings. A reco 
29 million bushels of seed potatoes foreshadows a glut, 
spuds next season. Support price for peanuts has bee 
raised to $160 a ton, from the former $150. 
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WHOLESALE COMMODITY PRICES 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. Mo. 3 Mo. 6 Mo. I Yr. Dec. 6 
Apr.| Ago Ago Ago Ago Ago 194! 
180.7 181.0 180.4 179.2 178.2 177.0 156.9 
168.2 168.3 168.0 167.9 167.4 168.0 157.5 
189.3 189.8 188.9 186.9 185.6 182.2 156.6 


28 Basic Commodities ...... 
11 Import Commodities... 
17 Domestic Commodities 


7 
12 


Date 2 Wk. Mo. 3 Mo. &Mo. | Yr. Dec. 
Apr.!| Ago Ago Ago Ago Ago 194 
221.7 223.4 221.6 218.9 217.0 210.3 163! 
206.8 207.6 207.1 206.8 204.3 202.1 169 
163.1 163.2 162.5 160.7 161.6 160.1 148 


Domestic Agricultural... 
Foodstuffs 





COMMODITY FUTURES INDEX 
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Average 1924-26 equal 100 


1944 1543 1942 1941 1939 1938 1937 
98.13 96.55 88.88 84.60 64.67 54.95 82.44 
95.91 88.45 83.61 55.45 46.50 45.03 52.03 


pee ye Hi 
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SPOT COMMODITY INDEX 
a JAN. FEB. MAR 
5 
250 (eS 
240 

MOODY'S INVESTORS 

SERVICE INDEX 

230 


15 Commodities, December 31, 1931, equal 100 
Copyright by Moody's Investor Service 

; % 1943 1942 1941 1939 
9 


247.0 240.3 220.0 171.6 138.4 130.1 
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(Continued from page 24) 


mde in the future, until the pre- 
ered stock is completely retired. 
y this policy some value might be 
veloped for the common. stock, 
hile at the same time the company 
hight convert itself to an investment 
just status by-disposing of its inter- 
sin utilities which are considered 
i) “subsidaries.” It is possible of 
ourse that the SEC may prefer a 
——firaight recapitalization. 

United Gas Corp. recently filed a 
ban with the Commission whereby 
e present common stock would be 
reatly reduced in amount. If this 
_ [plan is approved and the new com- 
on should sell at ten times present 
amnings it is estimated that this 
ould be equivalent to about 114 
+ or the present stock. 

United Gas Improvement is prob- 
bly the oldest holding company of 
ny importance and it has paid divi- 
+ [Hends on the common stock steadily 
ince 1885, despite difficulties with the 
olding Company Act. A substan- 
jal part of the assets consisting of 
+ ffommon stock holdings in Public 
kervice of New Jersey, Philadelphia 
lectric and Delaware Power & Light 


lave now been distributed to stock- 
lolders. ‘he present stock will prob- 
bly be exchanged for new shares on 
h ten-for-one basis, restoring it to 
h “respectable” price basis. Liquidat- 
ing value on the present basis has 
een estimated at around 214. Divi- 

Defends will probably be continued 

ig@tough it is difficult to predict the 
. jageXact rate, due to recent distribution 
| 1e9gol Delaware Power & Light holdings. 

44 United Light & Power's plan for 

dissolution and distribution of assets 
0 the preferred and common stocks 
as approved some time ago by the 
~ BEC and by a district court, but the 
bppeal to a circuit court has not yet 
been decided. The common stocks 
hould receive about five percent of 
\ fhe assets, which consists of stock in 

e sub-holding company, United 
Light & Railways. 

New England Power has recently 
presented a plan to the SEC for a 
merger with its sub-holding compan- 
ies. Under the recapitalization the 
ommon would be exchanged share 

flor share for new common. The old 
J fommon stock is currently in rather 
a weak earnings position, but the 
management has estimated “normal 
0 average postwar” earnings of $1.15 a 
igpuare. There are some arrears on 
2ugthe preferred stocks which of course 
iMfvould be taken care of in the recap- 
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italization. 

National Fuel Gas has no SEC 
difficulties, apparently, and it has 
paid the present $1 dividend for 
many years. It operates a system of 
retail gas distribution in the north- 
east, and has a very stable earnings 
record and sound cash position. ‘The 
dividend is moderately in excess of 
earnings but this is explained by the 
fact that the management does not 
feel it necessary to fully reinvest de- 
pletion charges in the property. 





Changing Financial 
Structure of the U. S. 





(Continued from page 13) 


able for spending are so great that 
the continuing agitation over Feder- 
al tax policy as an instrument of war- 
time inflation control is somewhat 
unrealistic. New income taxes would 
not touch these funds. The fact that 
Treasury tax receipts, plus non-in- 
flationary bond financing, can now 
be counted on for about $85, billions 
a year—covering at least the major 
part of estimated $99 billions ex- 
penditure—will substantially moder- 
ate the pace of additional bank de- 
posit inflation during the rest of the 
war, but the piling up of spendable 
funds in war bonds will continue at 
probably something like the 1943 
rate until the defeat of Germany 
brings decline in production, em- 
ployment and national income. 

I submit, therefore, that inflation 
control both for the rest of the war 
and in the early post-war period de- 
pends more greatly on psychological 
factors than is generally recognized. 
Despite the fact that the stores are 
crowded, the present consumer psy- 
chology is nevertheless to put by sav- 
ings conservatively against postwar 
job uncertainties and/or for post-war 
purchase of desired durable things 
not now available. This self-imposed 
restraint in spending is perhaps the 
most effective “control” we now 
have. 

I believe it most likely that con- 
sumer job uncertainties and business 
prudence during the reconversion 
period will tend to maintain at least 
as conservative a public spending 
psychology as we have now, and not 
improbably more so. 

If we attain the post-transition 
level of production, employment and 
national income that is the goal 
agreed on by Government and busi- 
ness—the possible methods for doing 
so being the subject of a forum dis- 
cusion beginning on page 8 of this 
issue—the paradoxical fact will be 
that no major part of the war-time 


NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Ameri- 
cans. This is number fourteen of a series. 
ScCHENLEY DisTILLeRS Corp., N. Y. 


“An Old American Custom” 


A friend of mine, the head of a 
prominent advertising agency, has a 
most interesting hobby. For many 
years he has been collecting topical 
advertisements so that he can look back 
at the thinking and the planning ot 
periods that have passed. 

The other day I had the good for- 
tune to take a peek at one of his scrap- 
books. What a wealth I discovered! 

Here was a full-page advertisement 
of a local committee of a nationally 
known relief organization, in a New 
York newspaper on September 6, 1923 
. . . just a few months over twenty 
years ago. Here is the first paragraph: 

“TO THE CITIZENS OF 
GREATER NEW YORK” 
“One of the greatest disasters in his- 
tory has fallen swiftly on a large sec- 
tion of the Japanese nation. Earthquake 
and fire have destroyed their homes 
and stores, obliterated their communi- 
cation and transportation, and have 
left the living helpless in a scarred 
and seared land. They are in stark 
need, and unless relief in tremendous 
volume is hurried to them they must 
perish by thousands from hunger, 
thirst and sickness. The task of succor- 
ing them is so tremendous that it be- 
comes the world’s task in which the 

United States, endowed with plenty, 

quickly should do her full share.” 

Needless to remind you that millions 
of dollars were raised and sent to 
Japan to assist in relieving her distress. 

Almost twenty years later, to show 
her gratitude, one of the most dastardly 
acts of depredation was committed by 
Japan at Pearl Harbor while her grin- 
ning ambassadors were meeting with 
our State Department in Washington. 
For this she will be punished! In other 
words—plain English words—we are 
going to lick the tar out of her in a 
manner she will never forget! And 
while doing it her skies will be embla- 
zoned by her own fires with the one 
livid word—REMEMBER! 

The years will go on. Time, the great 
healer, will do his work; towns and 
cities and nations will be rebuilt be- 
cause progress can be retarded, but it 
cannot be stopped. New generations. 
we hope, will have new, wholesome 
philosophies; but hurricanes and earth- 
quakes and holocausts will come again. 
And when they come, and where they 
come, will make no difference. 

America will always answer the ap- 
peal for help, because that’s AN OLD 
AMERICAN CUSTOM. 

P.S. But, let’s lick Ja fi low! 

A f pan first—Now! 
Back the Attack—Buy War Bonds! 


MARK MERIT 


OF SCHENLEY DistILLERs Corp 
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accumulation of liquid reserves will 
actually be spent. Its availability, 
given public “confidence,” will be 
a most powerful psychological stimu- 
lant. People with adequate incomes 
do not usually spend savings. 





For Profit and Income 





(Continued from page 33) 


our doubts as to how much differ- 
ence this made. Whatever its powers 
over materials and priorities, WPB 
can’t stop engineers and designers 
from thinking. At any rate, manu- 
facturers with new model ideas now 
seem to be getting at least tacit en- 
couragement from WPB. Of course, 
they can’t get any go ahead signal for 
actual production. But Washington 
is keenly aware that after Germany 
is beaten there will suddenly be a 
surplus of materials and labor, ur- 
gent need for fastest possible re- 
sumption of civilian production for 
the sake of employment. New models 
tend to stimulate trade, therefore 
make jobs. We are at a loss to under- 
stand why mere advance planning 
was frowned on. In the case of auto- 
mobiles, it is agreed the first cars will 
have to be almost exactly the last 
models made before the war. For 
lighter consumers’ durable goods, 
change of models is more simple. 
Even with automobiles, you can bet 
that some runner-up will be itching 
to try to gain a competitive lap. 


Philco Corporation 


Huge expansion in sales—$135, mil- 
lion last year against $73.5 million 
in 1942—permitted Philco to report 
earnings at record high of $2.60 a 
share, despite high tax liability, 
against $1.61 the year before. Selling 
around 29, against year’s high of 31 
and low of 247%, the stock does not 
look statistically cheap on earnings, 
or on dividend of $1.05 a year. The 
earnings are much above pre-war 
average, of course; and while post- 
war profit potentials are regarded as 
generally favorable, a considerable 
element of speculative conjecture 
necessarily attaches to them. The 
company’s competitive record—in a 
most intensely competitive field—has 
been one of the best. It is not merely 
a radio maker. The diversified line 
includes radios, phonographs, re- 
frigerators, air conditioning equip- 
ment, electronic control devices, tele- 
vision and storage batteries. Even 
so, it would be hard to imagine a list 
of products subject to more of a 
competitive scramble for sales after 
the war. (Please turn to page 56) 
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Post-War Pacemakers 





(Continued from page 36) 


shares of Series B $4 cumulative pre- 
ferred, 25,000 shares of Series C $4.25 
cumulative preferred, 30,000 shares 
of Series D $4 cumulative preferred 
—the latter just recently listed—and 
1,500,000 shares of common. Indi- 
cated current yield is only about 3.3 
per cent on the common, but the 
post-war potential is uncommonly 
favorable, with various new control 
devices ready for market. 





A Comparative Investment 
Audit - 





(Continued from page 27) 


policy. 

Retail merchants are cognizant of 
the possibilities that conditions in 
the merchandise markets may change 
drastically during the year, hence 
they are cautious in making commit- 
ments particularly for goods of in- 
ferior quality which have to bear 
heavy mark-downs when better goods 
become available. Both the lead- 
ing mail orders firms, back in 1920- 
21, suffered substantial inventory 
losses; they are anxious to avoid a 
repetition of this experience when 
the war ends. Both therefore set up 
sizeable reserves, that of Montgom- 
ery Ward amounting to $16 million. 
The additional policy of cutting in- 
ventories so as to hold down postwar 
inventory loss on wartime merchan- 
dise contributed largely to costing 
Ward $8 million in the mere physi- 
cal expense of returning customers 
$105 million worth of unfilled or- 
ders. Similar returns of Sears, while 
not specifically reported, are official- 
ly said to have run far less than 
Ward’s, resulting in far smaller cost. 
This $8 million expense of Ward’s, 
in a sense, represents insurance 
against inventory loss but together 
with rising costs elsewhere contrib- 
uted importantly to the earnings de- 
cline from $4.79 per share in 1942 to 
$3.69 in 1943. 

Despite Ward’s policy of buying 
restricted quantities of lower quality 
war-time merchandise only when ab- 
solutely essential to customer service, 
over-all volume last year held up 
fairly well, closely approaching $596 
million or 6.2% less than in 1942. 
As the result of the aforementioned 
expense for returning thousands of 
mail orders which could not be 
filled, the mail order division oper- 
ated at a loss but earnings from 
store sales expanded. Pre-tax net in- 
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come’ was $31.93 million compare 
with $57.59 million; this gap hoy, 
ever was considerably narrowed by 
a resultant drop in tax liability t 
$11.25 million from $31.16 million 
in the preceding year (no EPT wa 
paid), making net before reserve 
$20.07 million against $26.43 mil 
lion, the former representing a re 
turn of 8.6% on net worth. 

Since the turn of the year, sale 
have been further tending down, de 
clining 3.9% in January and 5.4% 
in February. In view of the com 
pany’s inventory policy, operation 
will be adversely affected so long aj 
the production of civilian merchan| 
dise is limited by the necessities 0 
war and governmental restriction 
and regulations continue. Neverthe} 
less, earnings in 1944 should be fair 
ly substantial and the $2 dividend, 
paid since 1939, appears well se 





cured, with the long term earning 
average nearly twice that amount. 

Ward’s finances are strong an 
liquid. The substantial rise in work 
ing capital since 1932 has come large 
ly from earnings, plus about $24 
million realized from the sale 0 
stock in 1937. In addition to the 
common stock, there are 201,554 
shares of $7 Cumulative Class “A’ 
stock outstanding with annual divi 
dend requirements of $1.41 million 

With receivables sharply contract 
ing since the war, the result of re 
strictions on instalment sales, cas 
and working capital position ha 
notably improved. Cash and Gor 
ernment securities total $77 million 
over twice current liabilities of $33 
million. Net working capital las 
year increased $12 million to $21 
niillion, the highest in the company 
history. The current ratio is 7.7 | 


1 compared with Sears’ ratio of 4§- 


to l. 

Since 1934, Ward’s sales totale 
$4,586 million, net profits were $20 
million whereof $104 million 0 
roughly half was disbursed as divi 
dends to stockholders. During th 
period, book value rose from $26.0 
per share to $43.89, earned surplu 
from $16.37 million to $100.07 mil 
lion. 

At the close of the 1943 fiscal yeay 
inventories were 10.8% below th 
preceding year’s figure; in contras 
those of Sears were 12.8% highe 
This further highlights the diver 
ing inventory policy of the two col 
cerns. Ward’s inventories represell 
51% of current assets, a rather belo 
average ratio. Inventory turnové 
was somewhat faster than that 0 
Sears. 

Fixed assets are 46% depreciate 
with net property account amouf 
ing to $44.27 million. The co 
pany’s depreciation rate of 8%, whil 
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The Chesapeake & Ohio Radtway Company 


SUMMARY OF 1943 OPERATIONS 


In making its contribution to the military and industrial 
needs of the country during 19438, Chesapeake and Ohio 
broke all previous records for traffic handled. Operating 
revenues were at an all-time high, and, despite greatly in- 
creased costs, net earnings before taxes were greater than 
in any previous year of our history. 


In fact, the story implicit in the figures is one of new 
high records in nearly all phases of operation except net 
income. Due to higher taxes, higher wages, and higher costs 
of material, Chesapeake and Ohio’s 1943 earnings were 
almost two million dollars less than in 1942. Stockholders 
may regard this reduction in net earnings from 33 millions 
to 31 millions as a further contribution to the war, because 
federal taxes alone increased nearly ten million dollars 
above the total for 1942, 


WHY CHESAPEAKE & OHIO 
WAS PREPARED 


The additional traffic arising from the necessities of the 
war, on a railroad already one of the most heavily used in 
the country, could be handled only because private manage- 
ment had spent years building up and perfecting the physi- 
cal plant, the skilled personnel, and the operating know-how 
which made it possible. 


A substantial portion of the road’s earnings has long 
been withheld from the stockholders and used to build up 
the property or to reduce debt. This process went on year 
after year with no thought of war, but it resulted in the 
C & O being prepared when the national crisis arose. 


STABILITY OF INCOME 


The greatest reason for C & O’s ability to reinvest these 
earnings over the years, and to keep its properties in such 
fine condition, is the stability of the railroad’s income. The 
Chesapeake and Ohio is one of the most fortunate of the 
country’s railroad systems in that it serves the vital and 
stable bituminous coal industry, whose products are in de- 
mand in good times and bad. 


This traffic works in two ways to the benefit of C & O 
stockholders. Not only does the railroad, along its own lines, 
serve great coal-consuming markets from the Great Lakes 
to the sea, but, through its connections, it has ready access 
to other great centers of population and industry. These 
ready markets, together with the perennial demand for 
coal, have produced a stability of income that is one of the 
C& ‘0's most striking assets. 


THE FUTURE 


Reconversion to peacetime activities will obviously not 
present the major problem to the railroads that it will to 
many industries engaged in the manufacture of war equip- 
ment. Although in wartime our traffic load is stepped up and 
our problems are complicated by many extraordinary fac- 
tors, the fact remains that transportation is our product in 
peace as well as in war. And moving heavy bulk freight in 
volume is the major part of our business. 

If the post-war:American economy bears a recognizable 
resemblance to the economy in which the Chesapeake & 
Ohio has developed and grown strong, we believe the stock- 
holders are amply justified in having confidence and opti- 
mism in the future of the C & O. 
























































































SOURCES AND DISPOSITION OF INCOME 1943 
Increase or 
1943 1942 Decrease 1943 1942 1941 
Operating Revenues.. 209 182 150 
Our income came from the following sources: (MILLIONS OF DOLLARS) 
Revenues from hauling coal and coke r 4 Operating Expenses.. 115 95 80 
freight ........... -- $114,460,373 - $108,522,792 $ pale 581— = (MILLIONS OF DOLLARS) 
Revenues from hauling other freight... 64,667,766 55,447,407 9,220,359-I : : ere ; > 
Revenues from carrying passengers. 21,669,414 11,493,584 10,175,830-I Operating Ratio ...... 55.2% 52.5% 53.4% 
Other transportation revenues............ . 7,714,982 6,345,979 1,369,003-I1 Net Operating 
Rent from equipment used by others, less E ‘ey Revenue .... 93 
amounts paid to others............ % 6,059,731 4,706,015 1,353,716-I ppt ne RR OnE y 86 70 
Dividends from stocks owned 849,084 677,993 171,091-I MILLIO? -LARS 
Other income from non-railroad operations 1,046,360 1,138,116 91,756-D NOR 6 caal® ake hee cs G1 50 20 
MORNE cccvcaiiexcagisesseucsn aces doesn claucededs sty eaaciecs $216,467.710 $188,831,886 $28,135,824-I (MILLIONS OF DOLLARS) 
Net Income .............. 31 33 45 
We disposed of our income as follows: (MILLIONS OF DOLLARS) 
REE Neen es ern . $ 70,754,903 $ 60,309,216 $10,445,687-1 Dividends .................. 27 27 27 
Materials, supplies, gp cone ss ar 22,318,293 18,941,107 3,377,186-I (MILLIONS OF DOLLARS) 
Railway tax accruals, other than federa ‘ 7 
income and excess profits taxeS............--+ 11,634,007 10,744,696 889,311-1 Revenue Ton Miles.... 27,548 25,556 22,550 
Payments to contractors, associations, ( MILLIONS) 
other companies, and individuals for eee ae 
airiceavandNenpeneeaty oe 3,647,585 2,528,111 -1,119,474-I Revenue Per Ton t 
Rentals and expenses paid for facilities 1) 1) (Cece ere ree 65 .64 .62 
used jointly with others, less amounts ‘ (CENTS) 
received from others.... eed 4,071,803 695,545— 7, od 
Interest on Punded! Debts .eisc:cc<s-cccsccnsscccsseicns 7,296,452 196,485-D W ages ..... Spies vache 71 60 49 
Other Interest ........ 51,639 463 (MILLIONS OF DOLLARS) 
Depreciation, amortization, andretirements 16,390,657 12,016, 901 4,373 Earnings Per 
JTS BRIN seve ie ie eerie $136,165,339 $115,924,794  $20,240,545— Common Share. 4.04 4.25 5.79 
Net Income before federal income and (DOLLARS) 
GXCERS PYOFtS TANEB....6.0u:---cccccccccssces-ncicess-.-- § 90,802,811 $ 72 407,092 $ 7,895,279-I ‘Vaan We 
Federal income and excess profits tax 48,948,691 ‘ 9,690,036-I axes rer - 
Nati Cone: orks oie $ 31,358,680 $< $ 1,794,757-D Common Share...... 7.92 6.53 257 
(DOLLARS) 
. Disposition of the Net Income was as follows: Dividends Per 
Appropriations for Sinking and Other Common Share...... 3.50 3.50 3.50 
RCROE VG BINS 5565 ococ5pcenccpoeetn ss castespascss $ 506,548 $ 512,086 $ 5,538-D (DOLLARS) 
ee gp seeing 8 k Seri A Pia apeadue 52,474-—D Times Fixed 
ividends paid on Common Stoc 26,800,739 26,800,739 . oe a 
Balance remaining for other cor ee Charges Earned .... 5.24 5.11 6.72 
RN INF ein stechaaskvretnaneslonienncaavcncibnnnns<aisanctees 3,593,812 5,230,557 1,636,745-D 7 





The above are summary excerpts from our 











current Annual Report and are published only for the information of stockholders. Any 


stockholder failing to receive a copy of the Report will be furnished one on request to the Secretary, Terminal Tower, Cleveland, O, 
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How 
Long 








not as high as Sears, exceeds the cus- 
tomary rate of about 5%. 

From the standpoint of financial 
strength and future prospects, it ap- 
pears that there is little to choose be- 
tween the common stock of the two 
mail order giants. Yet there are cer- 
tain variables, both tangible and in- 
tangible, which should be of interest 
to the investor. 

On purely financial considera- 
tions, Montgomery Ward stock, sell- 
ing at about 44, is undoubtedly the 
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better bargain in relation to current 
asset value, book value and cash as- 
set value, as listed on the statistical 
table. Ward’s cash asset value is 34% 
of the market price; Sears’ only 18%. 

As to past earnings, Ward returned 
8.8%, on basis of current market 
price, on average earnings in 1936- 
43, against 6.6% for Sears. Last year, 
the same ratio for Ward was 8.4%, 
for Sears 6.6%. Last year’s earnings 
on total capitalization were 7.8% for 
Ward versus 6.6% for Sears. These 
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ratios clearly point to relative un- 
dervaluation of Ward stock relative : 
to the respective earning power of f!0TIZe« 
the two companies. Ward, too, en. #2 ,™ 
joyed last year a far higher ratio of puld sig 
net sales to aggregate market value J! hus \ 
of common stock, it being 225% ) qual 
against 167% for Sears. _ 
On the other hand, with Sears sell- f°¢ © | 
ing virtually twice the price of Ward, B POWS! 
two shares of the latter would have B° OV" 
fetched the investor only $4 in divi- P&s!0n, 
dends compared with $4.25 paid on P™SIN§ 
one Sears share. Everything consid- 
ered, on a strictly tangible basis, 
there is little to choose between the 
two, with a higher dividend yield of 
Sears balanced by somewhat stronger 
financial aspects of Ward. The lat- 
ter, however, should have an impor- 
tant bearing on future developments. 
There are many signs that the 
companies are racing each other to- 
wards peace time expansion, jockey- 
ing for best position to make the 
most of postwar markets. Both are 
known to have ambitious expansion 
plans, and there has been some evi- 
dence that Ward is working just 
somewhat harder at getting set for a 
fast start. Ward’s inventory policy is 
a straw in the wind. So is, in the ft only r 
opinion of some people, the $11 mil- fof nati 
lion increase in Ward’s 1943 payroll, fixed ley 
presumably mirroring more than fings are 
merely the expense of high wartime fhigh ar 
personnel turnover and higher wages. — proble: 
Rather, it is regarded as an indica- pn, then, 
tion of an intensive personnel train- tional sa 
ing program for postwar expansion. Pper fisc 
It has been reported that Ward may fher elas 
spend up to $100 million for expan- fer spen¢ 
sion alone with a view of further en- }the inte: 
trenchment in the retail store busi-f result 1 
ness. Ward has also been buying fase in t 
land for potential business sites. All fpenditur 
this is interpreted as pointing toh as foc 
strong efforts on the part of Ward atfit and | 
outdistancing its huge rival in thefll a sta 
postwar era. To achieve such an ob- Bh as bef 
Jective, it will have some stepping to fln short, 
do, as witness the relative sales vol-[ Govern: 
ume of the two concerns. Nor should flicy as a 
one believe that Sears will stand idly fs, retirir 
by. Expansion of both has been in- spendir 
terrupted by the war, thus both will fing savin 
have to do some “catching up.” increas 
Ward's program, however, appears structing 
to go beyond normal expansionpuch, ror 
needs and has more the earmarks offe of a po 
a strong bid to catch up with, or out ble us t 
distance its principal competitor. Pductive ; 
Both are financially well heeled fmittedly, 
for the race, both pointing proudlyftking col 
to their enormous working capital.fe, privat 
While it thus apepars unlikely thatfdertake i 
either will require new funds forfsful, it 
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expansion, it deserves notice thatfministrat: 
Ward stockholders in April 1943 expert 
authorized an increase in common|fundame 
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stock from six to ten million shares. 
Should this action be implemented 
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issuance of the additional stock 
thorized, despite the available 
2 million working capital, it 
puld signify ambitious objectives. 
Thus Ward, apart from being a 
pd quality investment, may harbor 
mger term appreciation prospects, 
sed On prospective expanded earn- 
y power which may well give it an 
we over Sears. Both, there is no 
estion, can look forward io a 
omising future. 








Regimentation Is 
Inevitable 





(Continued from page 9) 


filities in the interest of economic 
bility and according to precon- 
wed plans should be quite feasible. 
In striving at maintenance of a 
kh national production, the great- 
| dificulty would be that of ex- 
fnding consumption so that it will 
sorb the difference between our 
jal product and the portions allo- 
fed to consumer durable goods and 
pital goods. It would presuppose 
t only regulation of expenditures 
tof national savings as well. Given 
fixed level of national income, if 
ings are low, consumption must 
high and vice versa. The key to 
et problem of increasing consump- 
n, then, is to influence and control 
tional savings. It can be done by 
per fiscal action, by selective or 
ther elastic taxation designed to 
ler spending or saving, as required 
the interest of stability. The over- 
result would assure a sizable in- 
fase in total as well as per capita 
penditures for consumer goods 
ch as food, clothing etc. over cur- 
pt and pre-war levels. It would 
ell a standard of living twice as 
bh as before the war. 
In short, it would be the function 
Government to employ its fiscal 
licy as a means of stabilizing busi- 
is, retiring its debt in good times 
i spending heavily in bad, discour- 
ng saving by progressive taxation 
! increasing capital investment by 
structing public works. . 
Such, roughly, might be the out- 
eof a post-war pattern that might 
ible us to duplicate in peace our 
Pductive achievements of war-time. 
mittedly, it is quite unorthodox. 
tking cohesion and unity of pur- 
fe, private enterprise could never 
dertake it on its own. To be suc- 
ful, it would necessitate great 
inistrative flexibility, constant 
expert guidance and control of 
fundamental phases, and substan- 
| enlargement of existing govern- 
ntal powers. Congress would have 
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GeERMANY’S power to fight is being 
crippled by the heaviest air bombard- 
ments in history — bringing victory 
nearer. When that day arrives Ameri- 
can manufacturers can convert part of 
their production to urgently needed 
household, farm and industrial prod- 
ucts. Many of these will be made of 
sheet steel — the material so econom- 
ical, adaptable and easy to fabricate. 

Sheet steel is not one but a large 
family of steels — each with distinct 
characteristics and advantages. For 
more than forty years Armco has been 
developing special purpose sheet 
metals. One of these is 
ARMCO Stainless Steel. 
Now serving in vital parts 
of planes and other war 
equipment and weapons, 











Unter den Linden, Berlin's most famous street, has 
been reduced to ruins by repeated Allied bombing. 


this strong, bright, rustless metal will 
have thousands of peacetime uses. 
Armco will be glad to consult with 
your. company on the selection and 
fabrication of special steels for your 
products — war or post-war. Over the 
years Armco also has acquired a wide 
knowledge of the marketing and mer- 
chandising of sheet metal products. 
Possibly we can offer your product 
engineers and sales executives some 
valuable suggestions that will give 
your company desirable advantages in 
design, production and marketing. 
Write to The American Rolling Mill 
Company, 851 Curtis St., 
Middletown, Ohio. 
* * * 


HELP FINISH THE FIGHT — 
WITH WAR BONDS 


Special Purpose Steels FOR TOMORROW’S PRODUCTS 


to assign the required powers to an 
administrative agency, for which 
there is ample precedent. The Fed- 
eral Reserve Board has been given 
broad authority over the banking 
and financial mechanism of the 
country. The Interstate Commerce 
Commission, the Federal Power 
Commission, the Civil Aeronautics 
Authority and the Maritime Com- 
mission all exercise administrative 
powers in respect to the operations 
of the industries concerned. The 
basic machinery for regulating in- 
stallment sales already is in opera- 
tion. 

True, consummation of such a pro- 


gram would mean more regulation 
vet within its general framework, 
there would be ample leeway fon 
private enterprise to exist and to 
flourish. While the plan sketched 
above is intended merely as an ex- 
ample of what could be done, ac- 
tion along such lines, in their es- 
sence, would not only strengthen 
private enterprise but permit the 
demonstrated powers of our industry 
to bear fruit in a higher plane of 
living and the assurance of security 
for all the people. Cooperation of 
business would moreover provide an 
acid test as to its sincerity in the be- 
lief in private enterprise as opposed 
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to private collectivism toward which 
we have been seemingly drifting in 
recent years, a trend which unless 
halted must lead to stagnation or 
worse. 

I am not concerned here with the 
problem of immediate conversion 
from war to peace. While not un- 
related to the longer range problem 
of establishing a sound post-war econ- 
omy, it differs considerably in sig- 
nificance, in complexity and in the 
means for its solution. It is a hurdle 
which should be cleared successfully 
under wise management and if steps 
are ‘taken to assure as favorable 
climate as possible for the function- 
ing of private enterprise. By far the 
more important phase of post-war 
planning releases to the long-range 
period. This does not mean that 
transition will be simple, or that, 
if we make a bad job of it, it may 
not have serious and lasting ill ef- 
fects. On the other hand, a good 
reconversion job will go for nothing 
if subsequent years bring a return of 
sporadic depressions and economic 
chaos such as prevailed in the decade 
prior to this war. 

It is in the interest of all that pros- 
perity and full employment is at- 
tained and maintained. To achieve 
this requires efficient planning and 
effective action; it can not be left to 
chance and therefore must have the 
guiding hand of Government to as- 
sure the unity of een which pri- 
vate enterprise, left to itself, can 
never vouchsafe. Business men above 
all should realize that their well- 
being is not exclusively determined 
by their own actions. Such an idea 
is nothing but wishful thinking. 
They could not conquer the last de- 
pression unassisted. When the mark- 
et for their goods was lost, they were 
unable to continue employment and 
production at prosperity levels. In 
fact, business, like any other single 
group in our society, must realize its 
relative helplessness in coping with 
economic depressions. Only united 
action can do it, that is cooperation 
between Government, management, 
labor and capital. 

Our war effort has shown what we 
can accomplish when the determina- 
tion is there; our past furnishes pain- 
ful evidence of what we failed to 
accomplish because full determina- 
tion was lacking, We have seen that 
we can produce much more than we 
ever thought possible. Unemploy- 
ment, idle plants, idle resources in 
the midst of want is intolerable, un- 
desirable and inexcusable; we can 
have an economy of abundance. 
Within the basic prerogatives of pri- 
vate business and private manage- 
ment, we can and must develop and 
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apply appropriate mechanisms to 
make that objective a reality. 

The alternative is plain and inex- 
orable:—economic insecurity and 
chaos eventually leading up to an 
economy of complete public regi- 
mentation, the end of private enter- 
prise. 





The Middle Road 
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to tax the people for money with 
which to pay for public works with 
which to make jobs? The more the in- 
dividual pays in taxes, the less he has 
to spend or invest. Allowing for ad- 
equate defense maintenance, I be- 
lieve we should not find it too difh- 
cult to work toward a balanced bud- 
get at a level not more than some 
$20 billions a year; and that it would 
be possible to obtain that sum with 
taxes substantially lower than now. 
Both to increase disposable con- 
sumer income and induce more con- 
fident spending thereof, individual 
income taxes should be reduced in 
successive moves to a post-war level 
not more than a third to a half of 
current rates. This adjustment should 
begin in the lower and middle brack- 
ets, on which our mass consuming 
market preponderantly depends. 

(C) We need to reduce income 
fear and income insecurity so far as 
reasonably practical. The Social Se- 
curity program of the Government 
is a partial, and rather small, stabil- 
izer. Business firms, in their own in- 
terest as a part of the national whole, 
should open-mindedly explore the 
possibilities of implementing the 
Government’s security measures. ‘To 
the extent feasible in individual 
situations, I advocate a guaranteed 
annual wage or some minimum, spe- 
cified portion thereof, I also believe 
that contributory pension systems 
can be effective stabilizers. A few 
concerns have guaranteed annual 
wage policies, a larger number have 
worker pension systems. If these can 
do it, more can. 

None of the measures suggested is 
a panacea. There can be none. The 
task is to evolve by sound, step-by- 
step, cooperative efforts a more effec- 
tive private enterprise economy than 
we ever had before. Necessarily, it 
will be a mixed economy—with a 
larger area of Government responsi- 
bility and regulation than we had 
before, but less by far than we have 
in the present war economy; and with 
a still vaster area of opportunity for 
private initiative. The latter area 
will not be relatively as great as be- 
fore the war, but absolutely it can 
be much bigger than before the war. 


The policies I have suggested ; 
both direct business and empk 
ment stimulators and, perhaps ey 
more important, stimulators of by 
ness and consumer confidence. Th¢ 
is one other essential. We must, af 
the war, restore confidence in 9 
fiscal management. It is not nec 
sary to “pay off’ the Federal de 
but it is essential for confidence 
investment and for faith in mon 
itself that we prove to ourselves wil 
out too great delay that we have n 
lost the national will and ability 
manage that debt and the ann 
budget. For that reason it is essenti 
that we have a period of at least soi 
debt reduction as war costs shri 
and as the post-conversion upswi 
in activity gets into full swing. 

This leaves for discussion the last 
my concepts on our basic econom 
employment problems: foreign tra 
The rough calculation that it n 
mally accounts for perhaps 10 
cent of our economic volume is al 
ably approximately correct. Hef 
since so much depends on inter 
tional arrangements to be made 
future, detailed discussion _ see 
pointless. But at this stage, the lea 
we should do is agree on the gener 
principles of a sound and workal 
foreign economic policy. The 
should be simple enough. 

Since we are and will remain 
creditor nation, the guiding pri 
ciple to keep in mind is that forei 
nations can not pay us more than\ 
pay them. That is, the flow of int 
national payments can only be on 
workable, economic basis if it is 4 
ciprocal. To export goods—exce 
on a give-away basis—we must, 
balancing money value, impo 
goods, make foreign capital inve 
ments, spend abroad as tourists, ¢! 
Without this elemental princip 
we can not expect foreign trade 
help importantly in attaining tf 
post-war activity that we seek. 





Lend-Lease and Postwar 
Foreign Trade 





(Continued from page 15) 


It is believed that Article 7 a 
provide a lever by means of whi 
we shall be able to obtain tra 
agreements in line with our genet 


principles on world trade. In oth 
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words, instead of insisting on reif 
bursement for Lend-Lease aid, \ 
would take our chance on accepti 
future trade benefits. There has al 
been talk of obtaining a measure | 
“equity control,” shared with t 
countries owning the territories, | 
the basic raw materials resources § 
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OPPING the 54% increase in freight traffic that 
1942 showed over 1941, the Nickel Plate Road added 
afurther gain in 1943 of 11144% over the previous all- 
time high of 1942. Passenger miles, too, reached an 
all-time high with an increase of 56% over 1942, due 
to the increased travel by members of the armed forces 
and civilians. 

To handle this greatly enlarged volume of traffic, 
maximum use was made of the road’s*rolling stock. 
Average loadings per car and average length of haul 
rose to new highs. In effecting this efficient and econom- 
ical use of space the Nickel Plate was aided greatly by 
the wholehearted cooperation of its shippers. 
OPERATING REVENUES AND EXPENSES. For the first 
time in the railroad’s history operating revenues ex- 
ceeded $100,000,000. The total of $100,093,565 repre- 
sents an increase of 12.79% over the previous year’s 
total of $88,742,412, the peak figure up to that time. 
Operating expenses were 17.46% over those of 1942, 
and the operating ratio rose from 52.37% to 54.53. 


TAXES amounted to $26,564,020, an increase of more 
than 16% over 1942, the previous all-time high. In the 
past ten years taxes have increased over sixteen-fold 
while operating revenues have increased only three-fold 
—in fact, in 1943 taxes came close to being as large as 
the total operating revenues of ten years ago. 


NET INCOME for the year amounted to $9,188,026 as 


NICKEL Pate Roap 


The New York, Chicago and St. Louis Railroad Company 


compared with $8,690,571 for 1942 — an increase of 
5.72. About half of this increase was due to reduction 
in interest charges. 


DEBT REDUCTION. A substantial part of the net income 
was used to carry forward the debt reduction program 
that has been pursued for several years, and which the 
directors intend to continue until the Nickel Plate’s 
credit has been re-established. This goal has not yet 
been reached. During 1943 debt was cut by $5,409,227, 
thus bringing total debt down below $125,000,000, as 
compared with more than $160,000,000 of debt out- 
standing six years ago. Earliest maturities now consist 
of a bank loan of $2,000,000 due in 1944, and approxi- 
mately $15,000,000 of mortgage bonds due in 1947 which 
cannot be extended. 


CURRENT ACTIVITIES. The heavy increase in business 
over the past three years has necessarily required a 
larger number of employees on the railroad. More than 
42% of the present employees have come into service 
during this period to handle the increased volume of 
business and to replace those who have entered the 
armed services or gone to work in war industries. This 
placed upon the supervisory staff an extraordinary 
burden of training, educating and supervising these 
new and inexperienced employees, as well as those 
promoted to more responsible positions. The super- 
visory officers, aided by our more experienced employees 
all along the line, have successfully overcome the many 
difficulties encountered. The drafting of men for the 

armed services continues, and in view of 





SOURCES AND DISPOSITION OF INCOME 


the increasing difficulty of finding avail- 
able replacements, the railroad is con- 
fronted with a manpower shortage. Every 





1943 
Our income came from the following sources: 
Revenues from hauling coal and = coke 


1942 





I = sinscassectseosnncnso-anmcnvedalensnceennnion esidbdelichiaseaies $ 7.952,891.97 $ 7,994,291.85 
Revenues from hauling other freight....... ‘ 87,022,207.39 77,201,019.36 
Revenues from carrying passengers.. 3.391,892.00 2.042 
Other transportation revenues ........ 1,726,573.90 1,504 





Dividends from stocks owned..... 1,193,924.60 















Other income from non-railroad operations 516,625.06 
BGP AD ene a el 804,114.92 $90,231 
We disposed of our income as follow. 
MONG ES cs A aR ee 8 fc nin ey seta dav ona seléiors S$ 33,742,561.80 488.78 
Materials, supplies and fuel... 12,656,797.03 .851.: 





Railway tax accruals other th: Federal 




















income and excess profits taxes......... 1,064,020.19 7 30.52 
——# Payments to contractors, associations, 
other companies and individuals for 
) services and @XPeNses ........cccceceseeceeeeeees 3,072,117.67 2,919,584.79 
Rent for equipment of others used by us, 
» less amounts received from others............ 5.100.310.31 5,688,195.95 
/ Rentals and expenses paid for facilities 
whid used jointly with others, less amounts 
PECEIVOE FROME GURCTE —....cccccscscccccsscensscenssscs 977,814.45 923,420.20 
tra@ Interest on Funded Debt....................... é 1,987, 098.! 5,740,823.92 
BREDOY ATICORORG  ocaocs te sceccccscscsasucivcoensinécssnusionbivcie 5,682 89,631. 
ene! Depreciation, amortization and retirements 1,909,687.25 3,192,951.82 
oth Total 4 $ 70,116,089.40 $62,468,578.55 
reill Net income before Federal income and 
CROCH PEOUE COTE cccccescccecsiesvernscsesnscevseces $ 31,688,025.52 $27,762,787.09 
‘3k W Federal income and excess profits taxes.. 00,000.00 = 19,072,215.76 
»pti ELSE: 2 SRR RL a Sic aR A ne eee 91 25.52 $ 8,690,571.33 


1s al Disposition of the Net Income was as follows: 


( and Other 
ure MEO MIND oc ciscccscscccdccccensspaiasgicn 
h Uf Balance remaining for other corporate 
purposes 
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Appropriations for Sinking 
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& 98,852.50 


$ 9,089,173.02 




















3 98,133.70 


$ 8,592,437.63 
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9,821,188.03-I 
1,349,286.48-I 


38 $11. 


effort is being made to find ways and 
means of relieving this critical situation. 

During 1943 the employees of the rail- 
road continued to exercise tireless activity 
to keep locomotives, cars and coaches roll- 
ing at peak loads and with high efficiency. 


Inerease or 
Decrease 


41,399.88—D 


222,078.13-I 
106,865.30-1 


hon oti THE FUTURE. The officers and directors of 
wikia eel the company are proud of all the members 
of the organization, and particularly of 

© Oo 15-68 the 2,433 who are scattered over the four 


quarters of the globe in the armed forces 
of the United States. They wish to pay an 
- especial tribute to those who have given 
their lives during the year for their 
country. 

In preparation for the postwar period 
the officers during the year have been 
studying the problems of postwar read- 
justment and competition with particular 
reference to retaining in peace the bene- 
fits of various improvements in operating 
efficiency developed under the stress of 
the war need. 

The major objective of the company for 
1944 continues to be the maximum con- 
tribution to victory. 


TIS.S0-[ 


496,735.39-1 


The above are summary excerpts from our current Annual Report and are published only for the information of stockholders. Any 


stockholder failing to receive a copy of the Report will be furnished one on request to the Secretary, Terminal Tower, Cleveland, O. 
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colonial holdings, and more recently, 
the acceptance of huge stocks of 
certain raw materials for stockpiling 
purposes has been mentioned as an- 
other means of squaring Lend-Lease 
accounts. 

Despite these examples of what 
some observers call “realistic” think- 
ing, there appears to be no general 
agreement as yet on just what the set- 
tlement for Lend-Lease should be. 
President Roosevelt on a previous oc- 
casion hinted that he is willing to 
cross Lend-Lease debts off the ledger 
when peace is restored. Certain 
opinion in Congress favors not only 
that we insist on a cut in the world’s 
raw materials resources but on far- 
flung military bases strategically lo- 
cated. 

Under-Secretary of State Edward 
Stettinius, former Lend-Lease Ad- 
ministrator, will soon take part in 
economical and political talks, in 
London and according to press re- 
ports, discussion of agreements that 
might be reached under Article 
7 are on the agenda. Congress of 
course will at all times reserve the 
right to pass on proposals to imple- 
ment Article 7. In this connection, 
it is significant that the House For- 
eign Affairs Committee in its 1943 
report saw fit to stress the fact that 
“payment in gold or in goods has in 
the past proved self-defeating and 
destructive, and would after this war 
seriously interfere with the achieve- 
ment of the conditions of world eco- 
nomic order on which the prosperity 
of this country largely depends.” In 
the light of this attitude future reim- 
bursement in gold, goods or services 
appears plainly “out.” Elsewhere 
signs are multiplying that whatever 
benefits we may expect to obtain for 
Lend-Lease aid rendered, they are 
likely to be in terms of future trade 
advantages. This is implied in the 
Master Lend-Lease agreement with 
Britain which had the following to 
say about terms of repayment: ““They 
shall include provision for agreed ac- 
tion by the U.S.A. and the United 
Kingdom, open to participation by 
all other countries of like mind, di- 
rected to the expansion, by appro- 
priate international and domestic 
measures, of production, employ- 
ment, and the exchange and con- 
sumption of goods . . . to the elimi- 
nation of all forms of discriminatory 
treatment in international com- 
merce, and to the reduction of tar- 
iffs and other trade barriers.” 

It goes without saying that Britain 
and Russia will have an important 
voice in formulating trade_ policies 
that will eventually supersede Lend- 
Lease and set the pace for postwar 
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exchange of goods. Since both these 
countries are moving in the direction 
of Government-controlled trade after 
the war, there is growing belief in 
this country—in and out of Gov- 
ernment—that similar control or di- 
rection of American foreign trade 
after the war may possibly have to 
go much further than presently an- 
ticipated. This tends to give sub- 
stance to the additional belief that 
Lend-Lease, in one form or another, 
mav continue for an indefinite pe- 
riod. It will, of course, be for 
Congress and the people to decide 
what, if anything, in the war-time 
machinery of Lend-Lease may be of 
permanent value. Even as constitu- 
ted today, executive powers by vir- 
tue of the Lend-Lease Act are such 
as to exercise a potentially dominant 
effect on immediate postwar trade. 
Not only is it left completely to the 
discretion of the Chief Executive 
what shall or shall not be accepted in 
repayment of Lend-Lease aid but 
even after the existing authority ex- 
pires, the President has three years 
to complete contracts entered into 
before expiration of the Act. More- 
over, the latter omits any statement 
as to disposal of Lend-Lease goods 
probably left on hand when the law 
expires which thus would seem to be 
solely subject to the President’s con- 
trol. Tend-Lease thus provides the 
President with a powerful tool for 
fashioning postwar foreign com- 
merce and Congress can do little to 
blunt it while the Lend-Lease Act 
remains in force. The Act expires 
June go but extension for another 
year is virtually assured though Con- 
gress, increasingly critical as to re- 
payment features, may insist on cer- 
tain modifications which may _ nar- 
row presidential latitude. 

However, there is little disposition 
to question the fundamental value 
of Lend-Lease. The general verdict 
is that we have been amply repaid. 
Still Lend-Lease, its future fate, final 
liquidation and long-range effects 
constitute an enigma, a source of 
constant concern to the business 
world due to the very vagueness 
which surrounds the obligations of 
its beneficiaries. That it will leave 
a lasting imprint on our foreign 
trade is a foregone conclusion. It 
can become a bridge to resumption 
of reciprocal trade, though not so 
much in terms of money as in terms 
of goods. It can, on the other hand, 
become an important adjunct of an 
officially inspired trade procedure to 
deal on an equal plane with con- 
trolled economies abroad. 

Administration thinking on_ this 
subject is quite unmistakable. In- 
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creasingly we encounter official ¢ 
couragement of the idea of emplo 
ment of Government machinery 
cope with the trend abroad toward 
the use of Government controls anj 
group organizations in the condu 
of foreign trade. To counter thed 
practices and insure fair participy 
tion in world trade, we are admoy 
ished that we must use the instr 
ments of Government to supplemer 
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loans at the rate of $2.5 million aM with the 
nually. After 1949, the 4% seridfdegree t 
debentures will mature at the ratg freight, ° 


of $1 million semi-annually. Sine 
the former two items are included i 
the current income account, the lat 
ter still affords a fair picture of near 
term earnings prospects. In the cas 
of Warner, too, any possible futur 
recession of gross revenues would 
largely be at the expense of taxe 
and thus not materially alter the 
company’s earning power. 

Back of total capitalization olf 
some $100 million (common stock 
figured at market value) stand ne 
tangible assets of $173 million, with} 
net tangible asset value per share 
amounting to $32.25 compared with 
the current market price of abou 
12144. Presently, the common sell 
about six times earnings. Book value 
is $24.99 per share. 

Despite systematic debt reduction, 
net working capital and cash hold. 
ings improved last year with the for- 
mer at the end of the fiscal period 
amounting to $16 million, the latter 
$10.6 million. Fixed assets, less de- 
preciation, amount to $115, million. 
While the magnitude of the prop- 
erty account permits a relatively fa 
vorable tax base, it may, as in the 
past, give rise to further charges 
against income for losses incurred in 
connection with property sales. Lack 
ing detailed data as to the actual 
composition of the property account, 
it is naturally difficult to make ac 
curate predictions in this respect: 
however, such potential write-offs, 
annually, are not likely to exceed the 
$4.5 million charge made in 1943. — 

While the statistical exhibit of 
Warner Bros., in contrast with 
Loew’s, fully reflects the speculative 
character of the common stock, it 
also points up the marked improve: 
ment in the financial position which 
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PERE MARQUETTE 


SUMMARY OF 1943 OPERATIONS: 


INCREASED TRAFFIC. In responding to the heavy transporta- 
tion demands arising from the necessities of the war, Pere 
Marquette exceeded all previous yearly records of revenue 
—— ffreight tonnage handled, as measured in revenue ton miles 
(tons multiplied by miles hauled), This volume was 106.3 
n the percent over 1918; 72.2 percent over 1929; and 32.5 percent 
ries over 1942, the next highest year. That this was a highly 
creditable job is indicated by a comparison of these per- 
centage increases with those for all railroads combined, 
which show an increase of 79.1 percent over 1918; 62.3 
1) percent over 1929; and 15.8 percent over 1942. 
_ These high records established in revenue ton mileage, 
ali with the rolling equipment at hand, are due in no small 
Seriafdegree to the cooperation of shippers and receivers of 
e ratg freight, who loaded cars to their maximum capacity, used 
Sincg # Minimum of time in loading and unloading them. 


RAILWAY COMPANY 


DEBT REDUCTION. The Directors, after full consideration and 
in view of their previously announced plan to follow a 
vigorous policy of debt retirement, deemed it unwise to 
declare any dividends during 1945. 

The Annual Report for the year 1942 stated that the 
Directors in October of that year initiated a debt reduc- 
tion program, and that it was their intention to pursue 
such a policy as funds became available, to the end of 
strengthening the Company’s credit. This is essential to 
any refinancing program for the 1956 First Mortgage 
maturities. 

The fact that since October, 1942, $8,491,700 par value, 
or 13.16 percent, of the Company’s First Mortgage Bonds, 
principally the 1956 maturities, have been purchased at an 
average discount of 20.12 percent, evidences the effort made 
to carry out that program. 

In the face of repeated warnings to the railroads by the 
Interstate Commerce Commission in its last three Annual 
Reports to the Congress that wartime earnings should be 













































led iif opeRaTING REVENUES of $55,052,804, an all-time high, were used toward reducing funded debt, thereby lessening the 
le laf greater by $10,741,497, or 24.2 percent, than those of 1942, one ined chareus. any weene Sessiahtems teen On 
| hich ane ge : burden of fixed charges, any present deviation from the 
nearf Which amounted to $44,511,307. Due principally to higher liey by the Directors would be a 
Sexes net income for 1948 of $8.619.52 P ; policy adopted by the Directors wou e unwise. 
e cased ste Bye nn = oe $3,619,520 exceeded net in- During the year $1,966,000 First 4s and $4,168,700 of 
come for y only $00,404. habe tel heed, pp my b ,- ’ 
uture ioe ‘ : First 5s, totaling $6,134,700 due in 1956, and $98,000 First 
vouldj ; a a inane a _ eee oy pee revenues 414s due in 1980, were retired. These bonds were acquired 
taxes th me ot 19m ee hich, be pts Ripon 3.6 percent, than for $5,204,700, or $1,028,000 less than their face value, an 
ra 1943 ™ “tea ’ bee = ig gear year, a ae for average discount of 16.49 percent. The 1980 bonds were 
¢ 1999 The kate gong eis +g Rg aol ght an acquired with cash required to be deposited with the 
oe lore than explained by taxes whic Trustee covering mortgaged property sold. 
n of amounted to $8,612,341 in 1943, compared with $2,962,195 c % N : he : ae? : 
in 1929. AN IMPORTANT PROBLEM. No problem today is more impor- 
stock ; m : tant than the maintaining of sufficient experienced per- 
1 net coe ts bps ee amounting to $39,197,743, in- sonnel to man the trains, switch cars, keep rolling stock in 
“18 crease 09,257, or 20.44 percent over 1942. Of this in- full repair and maintain the property to fhe extent neces- 
with ees? v42, s pe ainte property ; 
ne. crease $1,089,069 is due to increased wages recently granted sary to safely handle the trains. Besides a heavy turnover 
ari the so-called non-operating and operating groups retro- in our employees due to higher labor rates paid by the war 
with} actively to February Ist and April 1st, 1945, respectively. industries, the road has had some 1000 of its total of 7500 
bout The operating ratio, which means the proportion of reve- employees enter the military service. The officers are con- 
sell BUCS consumed by Operating Expenses, was 71.20. This stantly wrestling with this problem, and are taking such 
aa compares with the ratio of 75.45 in 1942 and 70.86 in 1929, action as is open to them to retain as many experienced 
‘ the lowest ratio during the past fifteen years. employees as possible, and to train new employees. 
ae NEW INDUSTRIES. During the year, sixty-one 
' a new industries were established on the Pere 
old: SOURCES AND DISPOSITION OF INCOME Marquette, for whose account 5,085 cars of 
for: freight were handled. This produced revenue 
ri Our income came from the following sources: in 1943 of $326,874. It is estimated that in 
0 Increase or 
P ; ae nerease 01 1944 these new sources may account for 
itter§, Revenues from hauling freight other than 1943 Decrease 10.935 cars of freiaht « é 
coal and coke .....++.+.s. seccecccs $42,761,911.98 $ 8,304,347.70-I 935 cars of freight and produce revenues 
de Revenues from hauling coal,and coke... . 6,063,819.09 424,788.50-I of approximately $642,850. Nearly all of 
100. gg didatalles sagen menegali esate + 3,684,738.27 us 38 these new industries are of such nature as 
rop-| Dividends from stocks owned........... to indicate permanence, 
e. Other income from non-railroad operations The new industries established in 1942 
re Total Nes Stadler 6: esol Slater orel aie ater accounted for 27,793 cars of freight during 
C whe disposed of our income as follows: 1943, and produced revenues of $3,092,037. 
POESH Wages ....ceccccccsccccccccccsccsese $19,288,859.16 $16,808,292.49 $ 2;975,566.67-I ‘ ; 
tin peserias, supplies, le beg Peirede Rite orate "" 8,247,069.00 6,844,531.26 1:402,537.74-1 POSTWAR ERA. The Nation’s industry, which 
ailway tax accruals, other than Federal so wholeheartedly set aside its private pur- 
ick- and Canadian tax on income:........ 2,677,785.98 2,356,280.42 $21,503.56-I suits and so s yler lidly dedicat F itself 3 
Payments to contractors, associations, if : = 4s p nd) x y dedicate 1 se. oa 
ual other companies, and individuals for total contribution of its effort to winning the 
int pservices and expenses........... wees  4,667,594.28 3,254,962.72 —«:1,412,681.51-I war, is now laying the plans for the time 
ent for equipment of others used by us, wh “Sword hall be be * 
4c-| _ less amounts received from others... 199,846.11 43,872.08 243,218.19-1 en ‘Swords shall be beaten into plow- 
Ranialavand expenses paid’ for facilities shares.” The consensus of the industrial 
ect; used jointly with others, less amounts leaders in the area served by Pere Marqu 
[ § as ette 
received from others. . 3,459,851.98  2,661,891.34 797,960.64-I : ti : a an 
Geta ont vane san ae rege Lilet is that the transition period will not be 
ores unded debt. . 2,934,113.96 —3,216,959.63 282,845.67-D nee I — la 
Tho napa ies cect eee errr perrert 57,943.95 1,710.05 56 233.90 of long duration, and that out of it will come 
‘| Depreciation, amortization, andretirements _4,749,809.10 __4,350,587.60 396 an era of reconstruction and great indus- 
WOtal a scscseyeteievoress pete eens +++ $46,277, 871.47 $88,951, 843.43 7 F7,826,028.04-1 trial progress. One need only point to the 
0 ee et er an- lala ee aed adie prospect of a large volume production in the 
ith Federal income and Canadian income and — pian ‘ : i alaeneaicaiitin great automobile industry of Michigan. It is 
ive GXCESS-DIONtS TAKER 6 S60: 00's 0c nececce 5,934,557.29 2,462,791.00 —_3,471,766.29-I the aim of the management to have the rail- 
it] Balance remaining for other corporate tenet ie prepared to take its proper place in the 
PULDOSER 6 o.5.8s . o.0:0:075 ara eialaraterere’ ere ele ‘ ,619,519.60 $ 3,569,065.88 $  50,453.72-I postwar era. 
ve: Italic denotes credit 
ch The above are summary excerpts from our current Annual Report and are published only for the information of stockholders. A 
stockholder failing to receive a copy of the Report will be furnished one on request to the Secretary, Te minal Tower, Cle selena O. 
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and fully guaranteed 
Other Securities 
Acceptances. . . 


Mortgages . . . . 


Banking Houses . 
Other Real Estate . 
Other Assets 


Capital Funds: 
Capital Stock 
Surplus 


Deposits 


Acceptances 


Less Amount in 
Portfolio 


and Foreign Bills 
Other Liabilities 





THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION 
MARCH 31, 1944 


RESOURCES 


Cash and Due from Banks . 
U. S. Government Obligations, direct 


State and Municipal Securities 


Loans, Discounts and Bankers’ 
Accrued Interest Receivable 


Customers’ Acceptance Liability 
Stock of Federal Reserve Bank 


LIABILITIES 


. $111,000,000.00 
124,000,000.00 
Undivided Profits 43,106,954.55 


Reserve for Contingencies . 
Reserve for Taxes, Interest, etc. 


Cutstanding . .. $ 11,724,821.14 


5,771,791.63 


Liability as Endorser on Acceptances 


United States Government and other securities carried at $1,034,281- 

025.00 are pledged to secure U. $. Government War Loan Deposits 

of $832,817,443.23 and other public funds and trust cy ang and for 
other purposes as required or permitted by 


Member Federal Deposit Insurance Corporation 








$ 936,854,462.52 


2,691,990, 166.26 
81,174,623.78 
106,281,733.72 


878,951,902.08 i 
8,046,303.88 
6,959,034.46 
5,393,702.29 
7,050,000.00 

35,518,378.85 
4,979,076.80 
2,800,190.58 
$4,765,999,575.22 


$ 278,106,954.55 





9,390,275.66 
6,763,731.42 
4,457,581,731.39 


5,953,029.5 1 


me 242,156.36 
7,961,696.33 
$4,765,999,575.22 


aw. 








occurred during recent years, and 
more especially since operating un- 
der war-time conditions which great- 
ly aided in the carrying out of man- 
agement’s debt retirement program. 
With steady reduction of fixed 


$2 


charges and strengthened by recent 
capital changes, the common stock 
presents an attractive speculation at 
the current price of about 1214 
which must be regarded a moderate 
valuation of over-all prospects. In 





recent more active markets, the stog demand 
displayed considerable strength, jg ome larg 
proaching its 1944 high of 14 whig Simmons 
compares with the 1943 peak §many ye 
1534. Its all-time high, after the 2 {10 1934 | 
1 split in 1929, was 1834 in iMerage ami 
when net income was 75¢ per shi $259 2. 
and debt nearly twice the amoyg have g2) 
outstanding today. As fixed charg fve years 
continue to décline, so will the @current < 
fect of the leverage created by thes the et 
which in the long run may well i 745°5'9- 
part far greater earnings stabil 
than in the more recent past thou 
taxes will continue to be a restr; 
tive factor as long as present hig) ———— 
rates prevail. (C 
The showing of individual motiy 
picture companies is naturally ; 
Ways apt to vary widely, reflectiy 
the rather unique problems inhg 
ent in the industry, with success d 
pendent not only on sound busine lige 
judgment but on such intangibj "'C e 
factors as the ability to gauge publi terrific E 
reactions to film story, treatment anf ‘"¢ ene 
casting. The managements of boi South if 
Loew's and Warner Bros. have bee ?© 2¥0! 
quite successful in gauging publi such bl 
film preference, a fact which is nq 0°: 1 
without longer term implication mort < 
Both are preparing for the expaq ‘@M8¢. 
sion opportunities of the post-wg cessitaul 
era, Warner by further solidifying t@™tling 
its financial position, Loew’s by coq !2tdly | 
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East, if 
crash th 


















tinued conservative policies whic These 

no doubt will bear fruit in th With te 

future. push is 

back, 1 

succeed 

10 Very Sound Stocks | ««™y 

It is 

strateg) 

(Continued from page 29) hands 

anese has held a strong financial poi ~— : 

tion for many years, but has inf fonse i 

proved it materially in the past fig .min 

years. At the end of 1938, its cas ies 

assets were $15,801,766, with thes eit 
items at $25,748,427 at the end 0 owe 

1943. The net current assets in eee 

creased from $22,950,469 at the en oo 

of 1938 to $38,539,049 at the end of “°° © 

1943. The earnings on the commog “OPS | 

have averaged for the past ten year! ee 
es 


above $2.50 a share, and have af * 
eraged over $3.50 a share in thq East, t 
past five years. ae ee 

Simmons Co. did not receive anf in the 
decided advantage from war condi believ 
tions, and lost some of its norma !t 4p} 
business because of shortages of maf ‘0 An 
terials. It has, however, a bright out} to the 
look for postwar activity and profits Th 
The estimated 20,000,000 new dwellf logic 
ings (homes and apartments) which} betwe 
may be built in the ten years afte} the G 
the war ends will have to be fur} for st 
nished with beds and mattresses{ sians 
There is also a large replacement] realis 
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demand piling up, which insures 
some large orders when the war ends. 
simmons has had good earnings for 
many years, excepting in the 1931 
10 1934 period. Since 1935, its av- 
erage annual income has been over 
§e.50 a share. The current assets 
have gained materially in the past 
hve years. At the end of 1938, net 
current assets were $14,787,828 and 
at the end of 1943, they were $20,- 


745»519- 





As | See It! 





(Continued from page 5) 
difficulties for us and our allics. 

If the Germans can hold in the 
East, if the Russian Armies fail to 
crash through to the plains of Po- 
land and East Prussia and a stale- 
mate results on the Eastern front, 
terrific blows must soon be struck at 
the enemy from the West and/or 
South if a severe political crisis is to 
be avoided. For this reason alone, 
such blows must come, and come 
soon. That is now almost axiomatic, 
short of some highly sensational 
change in the over-all situation ne- 
cessitating new strategy, such as a 
startling new Russian policy which is 
hardly conceivable. 

These blows of course will come, 
with terrifying force. Once the big 
push is started there is no turning 
back, no counting the cost. If it 
succeeds, complete surrender of the 
enemy will be only a matter of time. 

It is safe to assume that Allied 
strategy will not play into German 
hands by creating conditions which 
might make possible a stalemated 
front in the East and successful de- 
fense in the West. Rather, our forth- 
coming invasion will be closely co- 
ordinated with new and _ powerful 
offensive drives from the East, com- 
pleting a huge pincer movement de- 
signed to overwhelm enemy resist- 
ance by the sheer magnitude of its 
scope and fierccness. 

Speed of German defeat in the 
West will be related to events in the 
East, the German ability to stop Rus- 
sian armies and save reserves for use 
in the West. There is reason to 
believe that German surrender, once 
it appears inevitable, will be made 
to American and British forces, not 
to the Russians. 

There does not seem to be any 
logic in the talk of a separate peace 
between Russia and Germany. On 
the German side no confidence exists 
for such a deal. So far as the Rus- 
sians are concerned it is equally un- 
realistic because to make a separate 
APRIL 
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peace would give Germany a breath- 
ing spell—prolonging the war with 
every possibility of producing the 
negotiated peace Germany is work- 
ing for. 

Germany is well aware of the inex- 
orable march of events; her propa- 
ganda and diplomatic activity exudes 
full realization of what is likely to 
lie ahead. Hence it would not sur- 
prise if on the eve of our invasion, 
she would redouble her efforts at 
obtaining a peace settlement short 
of unconditional surrender. In this 
attempt she will doubtless point to 
the huge cost that the final battle for 
a decision is likely to demand. To 
the Western Allies, she will raise the 
spectre of a victorious Russia lord- 
ing it over all of Europe. To the 
British in particular, she will point 
out that with Russia supreme, Brit- 
ish balance of power in Europe 
would be irrevocably lost. She will 
cite the probability of Russia emerg- 
ing as a Mediterranean power over 
the ineffectual protests of Turkey, 
helpless to prevent Russian forcing 
of the Dardanelles. She will assert, 
too, that short of going to war with 
the Soviets, nothing can stop Persia 
from falling into the Russian sphere. 
In short, she will: try desperately to 
create schism among the Allies, in 
order to hold out and avoid complete 
defeat. 

German diplomacy has tried this 
again and again—and her efforts have 
been supported by those who stand 
to gain from a German victory, for 
victory it would be if the Germans 
won a negotiated peace. 

Thus, on the eve of the coordina- 
ted Allied blows for a final decision, 
Europe is awaiting the outcome with 
hated breath. If Russia fails to 
break through in the East, if German 
defense in the West is successful, 
Europe would be faced with an en- 
tirely new situation. There is no 
telling what the outcome might be 
in view of the political chaos engult- 
ing the Continent. The urge for a 
stalemate and early peace might well 
supersede the burning desire for lib- 
eration. The Allies, committed to 
military defeat of the enemy, would 
then find victory and peace further 
off than many of us now think. 

Hence it must be clear to all men 
of good will that this crucial situa- 
tion calls for the greatest unity in or- 
der that this war may be fought to a 
successful conclusion. This is no 
time for petty politics—not when the 
future of our country and of the 
world is at stake. That the cost is 
too great for anything else but a com- 
plete victory. 
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* Address requests to Merrill Lynch, Pierce, Fenner & 


“Mystery” Debunked 


Many a trader to whom securities are, 
if not an open book, at least a well-read 
one, thinks of commodity speculation as 
‘a volume never to be opened. Cardinal 
reason for this belief is the too-prevalent 
but unfounded notion that there is some- 
thing mysterious, if not downritht occult, 
ibout trading in staples. So far is this 
from the truth that. on balance, actual 
mechanics of trading in commodities is 
as simple as it is in stocks. 

To simplicity are added certain other 
points concerning commodities of inter- 
est to those who have traded in stocks 


COMMODITIES 
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A New Stupy 
... Clears up confusion 

but have never been “long” a bushel of 
wheat or a bale of cotton. One of these: 
trading is carried on in the very articles 
which are the material basis of every- 
one’s daily life. Another related point: 
under normal conditions prices of com- 
modity futures represent the world-wide 
consensus, expressed tangibly in the mar- 
ket places of the world. 

Many a Maharajah. Significant in- 
formation, likewise, is on an open basis— 
crop forecasts, transportation facilities, 
and other pertinent data are as available 
to a Maharajah of India as to a citizen 
of Chicago. Both may use the same facts, 
should use them and usually do use them 
in drawing their own conclusions. 

One point, however, balks many who 
otherwise would trade in commodities — 
the apparent difficulty of interpreting fluc- 
tuations in the price levels of staples in 
terms of their own commitments. Fact is 
that it is no harder to interpret daily com- 
modity quotations in terms of dollars and 
cents than it is inshares if you know how. 

To clear up this and other matters, and 
to outline the basic nature of commodity 
futures trading and the role of the specu- 
lator in it, Merrill Lynch, Pierce, Fenner 
& Beane has prepared an unusually broad- 
scale discussion of the subject called, 
“Commodities—The Things We Live By.” 
As interesting as it will prove enlightening 
to many, this study will be sent without 
charge* to interested readers. 





Beane, 70 Pine Street, New York 5, N. ¥ 
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For the 


Business 


Man 


Should you be interested in a current book not reviewed here, we will be glad to 


obtain it for you. 


You can obtain any book published through this department, so take advantage of 
the service offered. All books mailed postpaid. 


LEND-LEASE — WEAPON FOR 
VICTORY 

E. R. STETTINIUS, JR. 

The Macmillian Company. 358 pp. $3.00 


Assuming the role of Lend-Lease historian, 
Mr. Stettinius in this fascinating volume un- 
folds the dramatic story of the battle of Lend- 
Lease. That great enterprise of material might 
was only five months old when he took over as 
its chief. He carried it through to the point 
where it had begun to taper off from its peak 
of over $1 billion a month. With the enthusiasm 
and the sincerity with which he has approached 
the problem of supplying a global war, the 
author traces the story of Lend-Lease from its 
earliest stages when much of it was a military 
secret, down to its recent world-embracing 
scope. To the question: Have we got our money’s 
worth?, Mr. Stettinius answers with conviction: 
“I think that we have, in more than double 
measure. The total impact of Lend-Lease on 
our economy has been relatively small. The 
dividends it has paid have been enormous.” 
Going farther, the author sees in Lend-Lease 
a pattern for postwar cooperation. “In the 
making of peace,’’ he says, “there is nothing 
for Americans to fear but a failure te have 
confidence in ourselves and in our country.” 


SS as 


THE DANUBE BASIN AND THE 
GERMAN ECONOMIC SPHERE 
ANTONIN BASCH 

Columbia University Press. 259 pp. $3.50 


The author, well-known lecturer on Eco- 
nomics at Columbia University, deals exhaustive- 
ly with the question of organizing the Danube 
Basin to provide for a balanced economy for 
the small European nations after the war. He 
attempts to demonstrate that Germany’s new 
order could not solve the basic difficulties of the 
Danube Basin and that the solution of the 
whole problem must be reached in a world 
setting. 


———$——— 


GEOGRAPHY FOR THE 
BUSINESSMAN 

EUGENE VAN CLEEF 

Harper & Brothers. 237 pp. $2.75 


A new and valuable tool in the hands of 
businessmen, this book shows how ‘modern 
geographical knowledge can be applied to a 
variety of business problems. Such topics as 
inarkets, resources, boundaries, weather, ete., 
are discussed in relation to specific problems of 
retailing, ‘advertising, construction, farming, 
price control, ete., answering hundreds of prac- 
tical questions. 





PRICES IN A WAR ECONOMY 
FREDERICK C. MILLS 


National Bureau of Economic Research. 102 pp. 


Dr. Mills warns that present-day cost, price 
and wage relations are apt to present grave 
difficulties in the face of substantial postwar 
decline in output. It may form perhaps our 
greatest economic problem when peace comes. 
The author analyzes at length the impact of 
wartime price and wage changes on the status 
of our various income groups. 


BEHIND THE STEEL WALL 
ARVID FREDBORG 
Viking. 305 pp. $3.00 


Since Pearl Harbor, the American public has 
not had much opportunity to know what’s going 
on inside Germany. The picture has been dis- 
torted by censorship and propaganda, sometimes 
painted in a purposeful deep black, sometimes 
depicting an enormously strong Reich. Reveal- 
ing at least something of the reality, the cur- 
tain is pulled back in this volume by the former 
Berlin correspondent of the Stockholm news- 
paper Svenska Dagbladet, giving a record of 
his two years in the German capital. It is 
good, sound reporting, and the author is that 
rarity among foreign correspondents, a modest 
man. He does not pretend to know all the 
answers. Fredborg’s account of the military 
campaigns of two years as seen from Berlin 
fills in many details and verifies others. It is 
an objective and therefore valuable report, and 
well worth reading. 


ee 


POSTWAR PLANS OF THE UNITED 
NATIONS 

LEWIS L. LORWIN 

The Twentieth Century Fund. 298 pp. $2.50 


The first comprehensive survey of the postwar 
plans of our fighting allies. Prepared by Dr. 
Lorwin at the request of the Fund, it is a 
factual report on plans put forward by re- 
sponsible Governmental and private groups in 
each country. While it shows up general agree- 
ment on basic goals, the report divulges wide 
differences in the Governmental and economic 
systems by which these countries hope to reach 
these goals, especially in regard to the role of 
private and public enterprise in the postwar 
economy. Immensely interesting, especially to 
those who through investments or otherwise have 
a stake abroad. 


Sa = 


EXCESS PROFITS TAXATION 
KENNETH JAMES CURRAN 


American Council on Public Affairs. 
197 pp. $3.00 


A thorough study of excess profits taxation, 
its history, theoretical basis and operations. 
Professor Curran in this authoritative work 
analyzes in detail the administrative and other 
problems pertaining to excess profits taxation, 
dealing with them most realistically. His study 
will be useful not only for students of taxation 
and businessmen but for readers who are seek- 
ing information on this major tax experiment. 


—_—————_ 


LESSONS ON MY LIFE 
LORD VANSITTART 
Alfred Knopf. 281 pp. $3.00 


In this book, Americans are given an oppor- 
tunity to look into the merits of “Vansittartism.” 
The author, formerly Britain’s permanent Under 
Secretary of State for Foreign Affairs, for 
years by speech and pamphlet has undertaken 
the most sweeping condemnation of the German 
people probably ever made by anyone. Vansittart 
steps before the American public with a defense 
of his views. One may be sure they will be 
widely and sharply debated. 


Indicate book you want and mail with check to 


BOOK DEPARTMENT OF THE MAGAZINE OF WALL STREET 
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Answers to Inquiries 





(Continued from page 38) 
years but only 16 shares of common 
can be obtained for a share of pre. 
ferred from 1945 to 1947. 

If we take the accumulated divi- 
dends, which are $10.00, without giy. 
ing effect to the payment about to be 
made, as mentioned above, from the 
price of preferred shares, we get a 
figure of roughly $60.00 of $3.00 per 
share for the common, and the com. 
mon has been selling recently at 23/ 
to 3. Each % of a point on the com. 
mon above g is equal to 5 points on 
the preferred, so that from a spec. 
ulative standpoint, there is still room 
for an advance in the price of the 
preferred. The common does not 
look over-priced if we consider that 
it is only selling at three times earn- 
ings and might easily receive a divi- 
dend in the next few years if earn- 
ings remain stable. If you are will- 
ing to accept the speculative risk in- 
volved, you could buy 25 shares un- 
der 70 and a like amount if the stock 


‘ has a sharp reaction. 


New Allis-Chalmers, Preferred 


As a smali stockholder of Allis Chal- 
mers Mfg. Co., I would like your opin- 
ion of their proposed issue of cumulative, 
convertible preferred stock which is to 
be offered to the stockholders at the rate 
of one share of the preferred for each six 
shares of common. 

It is contemplated that the said pre- 
ferred stock will be offered at not less 
than one hundred dollars per share, draw 
interest at about 4% and be convertible 
at some price in excess of the common 
stock price at the time of issue. 

In view of all the details you maj 
know, would you advise the purchase of 
this preferred stock, or are there other 
chances just as good available?—C. D. 
G., Roberts, Idaho. 


One of the first points for deter- 
mination must naturally be your 
willingness to accept or reject 4 per 
cent as a satisfactory income. When 
this question is settled, all else is a 
simple matter. 

You can obtain yields from 4 per 
cent up to nearly g per cent on pre- 
ferred stocks and medium grade 
bonds, depending on the degree of 
risk you are willing to assume and 
your decision must turn on the de- 
gree of risk as well as on the rate of 
return. 

Since you can get roughly 2.9 per 
cent from ten year War Savings 
bonds which may be said to be a risk- 
less return, it does not seem that 4 
per cent from an industrial preferred 
is a comparable return. It is true 
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Have The Forecast Work With You 


For Your Investment Progress... Now 
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Geared To Today's Markets 
For Protection — Income — Profit 


Short-Term Recommendations for Profit .. . 
Mainly common stocks but preferred stocks are 
included where outstanding price appreciation 
is indicated. 


Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term profit. Average price under 10. 


Recommendations for Income and Profit . . 
Common stocks, preferred stocks and bonds 
.. . for the employment of your surplus funds 
and market profits. 


Low-Priced Situations for Capital Building ... 
Common stocks in which you can place moder- 
ate sums for large percentage gains over the 
longer term. Average price under 15. 


Recommendations Analyzed . . . Pertinent de- 
tails as to position and prospects are given 
on securities advised. 


When to Buy . . . and When to Sell . . . You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
or fully committed . . . when to be entirely 
liquid, 

Market Forecasts . . . Every week we review 
and forecast the market, giving you our con- 
clusions as to its indicated trends. Dow Theory 
Interpretations are included for comparison. 


Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 


Consultation by Wire and by Mail ... To keep 
your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time... by wire 
and by mail. 


Added Services... 


Business Service . . . Weekly review and fore- 
cast of vital happenings as they govern the 
outlook for business and individual industries. 


Washington Letter . . . ‘Ahead-of-the-news" 
weekly reports from our special correspondent 
on legislative and political developments weigh- 
ing their effects on business 





N OW and throughout the dynamic markets ahead, 

we look forward to serving you . . . to having 
you conduct through our definite and continuous 
counsel, a carefully arranged program for market 
profits . . . and gradually establish an investment backlog of securities 
for growth of your income and capital. 








You will be advised in timing your commitments . . . in knowing what 
and when to buy and when to sell .. . when to contract or expand 
your position as we gauge important turning points and market move- 
ments. Further, you will be welcome to our extensive consultation 
service to keep your holdings on a sound and profitable basis. 


The Forecast's Outstanding Record 


In this—our 26th year—we are gratified that the new lower-priced 
Forecast .. . is guiding more and more investors like yourself through- 
out the country. We are proud of ... 


1. Its 1350% increase in clientele. You would be a 
member, as far as we can ascertain, of the fastest 
growing security advisory service in the country. 


2. Its high percentage of subscribers who renew. We 
want to serve you so you will make The Forecast 
a permanent part of your investment program. 


3. Its outstanding record of profit. Every program 
shows profits for the year . . . a record which 
we feel we can maintain and improve. 


There is no service in its field more devoted to your interests . . . 
better adapted to today’s rapidly changing conditions . . . than The 
Forecast. It is a source of counsel to which you can turn continu- 
ously . . . for your protection and profit. 


Mail the coupon below to receive our current recommendations for the 
short .and longer term. You will be especially interested, we believe, in 
our Low-Priced Opportunities for High Percentage Gains . . . average 
price under 10. We will tell you when to buy and when to sell. 
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that in this case the company will 
eliminate a fixed interest cost in fa- 
vor of a dividend payable as earned 
but it should be borne in mind that 
whereas bond interest is a charge 
prior to taxes, the amount available 
for dividends must be computed af- 
ter allowing for taxes. 

It would further seem advisable 
for us to point out that you are en- 
tirely overlooking the most impor- 
tant question of all, namely, how 
will the proposed elimination of 
bonded debt and substitution of pre- 
ferred stock therefor, affect present 
position. 

If you were to raise this question, 
the answer must be that the appar- 
ent dilution of your present capital 
would justify the sale of your present 
holdings and you would be not at all 
concerned with the question of in- 
creasing your holdings. 





For Profit and Income 





(Continued from page 44) 


An Interesting Comparison 


A statistical service points out that 
C. & O. is currently priced at about 
11 times average earnings per share 
of the past fourteen years; and that it 
would sell at 68 instead of 4614 if 
this 14-year earning power were capi- 
talized in the market on the same 
basis as 14-year earnings of General 
Motors; $101 if accorded the same 
price-earnings ratio as Coca Cola; 
and $88 if priced on the same basis 
as the average of 19 of the best known 
listed industrials. In terms of sta- 
bility of earnings over the 14-year 
period, this railroad tops all the 19 
industrials except three, which are 
American Telephone, Woolworth 
and Corn Products. On the basis of 
this long-term record of earning pow- 
er since 1930, either C. & O. is very 
cheap or United States Steel is ab- 
surdly high, for the former would 
now sell at $187 if 14-year average 
net was given the present price-earn- 
ings ratio prevailing, on the same 
14-year net, in the case of Big Steel. 


A Big Business 


The American public spent $6 bil- 
lion dollars last year for alcoholic 
beverages according to a report by 
the Department of Commerce. This 
was 7 cents out of each dollar spent 
for goods and services. Of the total, 
beer at retail accounted for about 40 
per cent or $2.4 billions. Thus, beer 
ranks as “Big business,” though it is 
made by scores and scores of brew- 
ers, mostly local and mostly small. 
The listed beer stocks run rather 
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heavily to the “doggy” side in earn- 
ings and dividends records. An ex- 
ception is Brewing Corporation, with 
an excellent earnings and dividend 
record. But although still priced at 
less than 10 times present annual 
earning power, this issue has had a 
big rise already and indicated divi- 
dend rate of $2 yields only modestly 
more than 4 per cent at present price. 
That seems a bit low for a beer stock, 
or for the stock of any “secondary” 
company. 


Market Guesses 


Our readers might be interested in 
the results of a poll recently under- 
taken by a prominent New York 
Stock Exchange firm. Polled were 
350 investment dealers in 28 states. 
The question was which industry 
groups, in the opinion of those ques- 
tioned, have the best market out- 
look for 1944. According to the con- 
sensus of replies, railroad stocks were 
adjudged to have the best market 
prospects. Rail equipments, steels, 
utilities, automobiles, agricultural 
machinery and _ building supply 
stocks followed in that order. In 
order of preference, the following 13 
industries comprised the back field: 
Oil, merchandising, electrical equip- 
ment, banks, aviation, food, metals, 
alcohol, chemicals, business equip- 
ment, machinery, tobacco and insur- 
ance. Whether the first choice ex- 
pressed represents a good guess is 
naturally open to argument. In fact, 
some people might feel inclined to 
revise the above sequence of indus- 
tries considerably. We could think 
of a number of revisions ourselves 
but at this time merely present the 
results of the poll as a matter of po- 
tential reader interest. 


Volume of Can Makers 


Can manufacturers are expected to 
be among the principal beneficiaries 
from any further releases of surplus 
steel for civilian use. ‘This is based 
on the fact that the industry’s high 
degree of mechanization permits con- 
version with a_ relatively small 
amount of labor, thus obviating the 
physical problem for a partial or 
complete resumption of regular ac- 
tivities. Further indications of this 
trend are seen in recent estimates 
that output of tin mill products for 
the second and third quarters have 
been set at 825,000 tons compared 
with only 630,000 tons in the first 
three months of the year. With 
larger volume assuring satisfactory 
profit margins, future can company 
earnings thus promise to improve 
over 1943 results. 


Postwar Exports 


An indication of what post 
exports might add up to, and ho 
they could easily sustain a protracte 
boom in capital goods industrie,, j 
afforded by a recent report of allege 
Russian buying intentions in th 
U.S. According to this report, R 
sian representatives are looking fe 
$10 billion worth of American cap 
tal goods over a period of ten yez 
The goods sought would consis 
principally of power plant equip 
ment, communications equipmen 
railroad equipment (3000 locomo 
tives and 50,000 freight cars plus ag 
unstated number of _ passenge 
coaches and signal equipment) ang 
large quantities of machinery ang 
machine tools. According to the re 
port, the entire project is so fa 
merely in the discussion stage and 
strictly tentative; more especially, nq 
“acceptable basis” for payment ha 
been presented as yet. Investo 
should therefore refrain from jump 
ing to conclusions. But the repor 
does highlight existing potentiali 
ties, however vague at present, in 
number of industries whose postwar 
outlook is not being held particular. 
ly promising. This of course does 
not apply to the railroad equipment 
industry which should be kept busy 


Anaconda Copper 


Higher costs in all departments of 
operations, due to labor shortages, 
wage increases and rising supplyg 
costs left their imprint on Anacon 
da’s 1943 report which shows neti 
earnings of $3.68 per share against 
$4.20 in 1942. The decline in neti 
occurred despite rising production offf 
virtually all metals with copper out 
put alone setting a new high of 1296 
million pounds or about one-third of 
the total supply available to the 
United States. The report, on the 
whole, was about in line with ex 
pectations. The management ap 
pears not unduly impressed by recent 
dire predictions of a severe purge 
of copper in the fires of postwar com- 
petition and had this to say on the 
subject: “With relatively few and 
unimportant exceptions, postwar 
uses for copper and brass products 
will be the same as before the war, 
it is indicated by a survey of the 
plans of leading manufacturers.” 
While this does not answer the ques 
tion of postwar surplus supplies, the 
real bane of copper stocks, some light 
may ‘be thrown on this problem on 
completion of a broad survey now 
being undertaken to determine fu- 
ture requirements of copper. 
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